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THE  BIGGEST  DRONE 


IN  THE  AMERICAN  HIVE 


STARTLING  STATEMENTS 
ON  A  VITAL  SUBJECT- 
ILLUSTRATED  BY  FAMOUS  CARTOONISTS 


"Lincoln's  startling  declaration 
that  this  country  could  not  continue 
to  exist  half  slave  and  half  fr(«  may  be 
paraphrased  today  by  saying  that  this 
country  cannot  continue  to  exist  half 
taxed  and  half  free." 

— Ex-President  Harrison  at  Union  League  CUib, 
Chicago,  February  22,  1898,  in  an  euidress  on 
"The  Obtigaiims  of  WeaUh." 


WHAT  THE  PRESIDENT  THINKS  OF  IT 


In  his  message  of  December  6,  i92i^  President  Harding  said: 

Many  of  us  belong  to  that  school  of  thought  which  is  hesitant 

about  altering  the  fundamental  law.  I  think  our  tax  problems,  the 
tendency  of  wealth  to  seek  non-taxable  investment,  and  the  menacing 
ino-ease  of  public  debt — Federal,  State,  and  Municipal — all  justify  a 
proposal  to  change  the  Constitution  so  as  to  end  the  issue  of  non- 
taxable bonds.  No  action  can  change  the  status  of  the  many  billions 
outstanding,  but  we  can  guard  against  future  encouragement  of 
capital's  paralysis,  while  a  halt  in  the  growth  of  pubUc  indebtedness 
would  be  beneficial  throughout  our  whole  land. 

£1] 


INTENTIONAL  SECOND  EXPOSURE 


''Lincoln's  startling  declaration 
that  this  country  could  not  continue 
to  exist  half  slave  and  half  free  may  be 
paraphrased  today  by  saying  that  this 
country  cannot  continue  to  exist  half 
taxed  and  half  free." 

— Ex-President  Harrison  at  Union  League  Club, 
Chicago,  February  22,  1898,  in  an  addrest  on 
''The  ObUgatUmt  WeaUh." 


y 


« 


WHAT  THE  PRESIDENT  THINKS  OF  IT 


In  his  niesmge  of  December  6,  1921  ^  President  Harding  said: 

Many  of  us  belong  to  that  school  of  thou^rht  which  is  licsitant 
about  altering  the  fundamental  hiw.  1  think  our  tax  {)robleins,  tlie 
tendency  of  wealth  to  seek  non-taxable  investment,  and  the  menacing 
increase  of  public  debt — Federal,  State,  and  Municipal— all  justify  a 
proposal  to  chan^ic  iho  ('oiislilutioii  so  as  lo  ciid  the  issue  of  non- 
taxable bonds.  No  action  can  change  the  status  of  the  many  biUions 
outstanding,  but  we  can  guard  against  future  encouragement  of 
capital's  paralysis,  while  a  halt  in  the  growth  of  public  indebtedness 
would  be  beneficial  Ihroughout  our  whole  land. 

[1] 


HOWARD  SAYS  FARMER  GAINS  BY  ABOLITION  OF  TAX  EXEMPTION 


President  J.  R.  Howard  of  the  American 
Farm  Bureau  Federation  says:    'There  has 

been  an  apprehension  on  the  part  of  a  num- 
ber of  farmers  regarding  the  effect  which  a 
law  or  constitutional  amendment  making  all 
bonds  taxable  would  have  upon  the  bcmds 
issued  under  the  Federal  Farm  Loan  Bank 
Act. 

"The  lowest  estimate  which  has  been  made 
by  competent  authorities  regarding  the  out- 
standing tax-exempt  bonds,  Federal,  State, 
Municipal  and  others,  places  the  amount  at 
from  16  billion  to  20  billion  dollars.  Other 
authorities  h^ve  estimated  these  bonds  as 
high  as  40  billion  to  50  billion  dollars.  A 
reasonable  estimate  would  indicate  that  at 
the  present  time  they  would  total  20  billion 
to  25  billion  dollars.  There  is  no  way  of  de- 
termining exact  amounts. 


"But,  tax-exempt  bonds  are  rapidly  increas- 
ing and  unless  soon  checked  will  more  than 
equal  the  values  of  all  farm  properties  In  the 
United  States,  including  lands,  buildings, 
live  stock  and  machinery.  These  tax-exempt 
bonds  are  property.  Being  tax-exempt,  they 
throw  additional  taxaticm  burdms  upon  other 
classes  of  property.  When  the  amount  of  tax- 
exempt  bonds  equals  the  value  of  the  farm 
lands  of  the  nation,  it  means  that  every  acre 
of  farm  land  will  be  carrying  approximately 
a  double  taxatkm« 

'The  farmer  is  certainly  as  much  entitled  to 

tax-exempt  securities  as  anyone  else,  but  if 
all  tax  exemptions  could  be  done  away  with 
and  the  fanner's  bonds  placed  on  equal  basis 
with  other  bonds,  he  would  be  a  gainer  there- 
by, and  not  a  loser.** 


[2] 


HOOVER  ATTRIBUTES  RAILROADS*  ^ROUBLES  TO  TAX  EXEMPTS 


®  UMMonrooD  a  orannwooD 


"Surplus  capital  is  pouring  by  hundreds  of  millions  monthly  into 
tax-free  securities  and  foreign  loans  and  yet  our  railways  are  unable 
to  finance  the  most  moderate  of  construction  programs,"  said  Sec- 
retary Herbert  Hoover  to  the  Inter-State  Commm^e  Commission 
last  February.  He  was  analyzing  the  fundamental  reasons  for  the 
failure  of  the  railroads  to  resume  equipment.  He  attributed  it  to  loss 
of  confidence  in  railways  as  an  investment  and  to  the  competil^n  of 
tax-free  securities* 

[3] 


INTENTIONAL  SECOND  EXPOSURE 


HOWARD  SAYS  FARMER  GAINS  BY  ABOLITION  OF  TAX  EXEMPTION 


Pn'siilent  J.  U.  Ilnwartl  of  tlu-  Ainrrican 
F;i  rm  Hiirr.-m  I'l-dcr.it  imi  s;i  \  s :  "  i'lu-n*  lias 
Iktu  nil  apprrlu'iision  on  tlu-  j>art  of  a  iiuiii- 
ber  of  farmers  re^arilinj;  the  effect  which  a 
or  constitutional  amendment  niakiuji-  all 
IhukU  i  .1  \:\\>U  would  have  upon  thr  bonds 
issuni  iindtr  tlit-  l*\-ilcral  Farm  Loan  Hank 
Act. 

"Tlie  lowest  estimate  whu*h  has  l>een  made 
hy  comjX'tent  autlno-itifs  rcL^ardin^'-  tlu-  iiii!- 
standiiiL'  f  a\-r\fnipt  l)onds.  Federal.  State, 
Municipal  and  others,  j>laee.s  the  anuxint  at 
from  Jfi  hiilion  to  20  hillion  dollars.  Other 
■nithorit  ie^  Iia\  e  <'sti mated  these  lionds  as 
hifrli  as  io  liillinn  to  ."io  liillion  dollars.  A 
reasiuialtle  istimate  would  indieate  tliat  at 
the  }>r4'sent  time  tliey  woidd  total  20  billion 
t(»  2.">  l»i!lion  dollars.  There  is  no  way  of  de- 
termining exact  amounts. 


"But,  tax-exempt  txmds  are  rajtidly  increas- 
ing imd  unless  soon  checked  will  nu)re  than 
eijual  the  xalui's  of  all  farm  }troperties  in  the 
liwted  States,  ineluding  laiids,  ludidings, 
live  stock  and  machinery.  These  tax-exempt 
iioridN  are  properly,  liein^'  tav-exempt,  they 
llirow  additional  taxation  liurdens  n|ton  other 
classe.s  of  propert\.  When  the  amount  of  tax- 
exempt  Ixmds  cipials  the  value  of  the  farm 
lands  of  tlu'  nation,  it  means  that  every  acre 
of  farm  land  will  be  carrying  approximately 
a  dindile  taxation, 

■■'riie  farmer  is  certainly  as  nmeli  t-ntitled  to 
tax-exemj»t  seen  rit  ies  as  anyone  else,  hut  if 
all  tax  exemptions  could  he  done  away  with 
and  the  farmer's  iwrnds  placed  on  t  ipial  basis 
with  other  bonds,  he  would  be  a  gainer  there- 
by, and  not  a  loser." 


[2] 


HOOVER  ATTUIBLTES  KAILUOADS    TKOLBLES  TO  TAX  EXEMPTS 


''Surplus  capital  is  pouring?  hy  hundreds  of  iiulhoiis  monthly  into 

tax-l'nv  8(viirilics  and  rorei^n  loans  and  yol  our  railways  arc  iiuahle 
to  linanee  the  most  moderate  of  construction  programs/'  said  Sec- 
rdarx  IhTluTl  Ihxncr  lu  Llic  liiliM-Slatc  (  Iuimiiktcc  Cluiiwuissiou 
last  Fehruary.  lie  was  analyzing  the  fundamental  reasons  for  the 
failiin*  of  lUv  railroads  lo  resuuM^  i^quipnuMiL  \\v  allrihulrd  il  lo  loss 
of  conlidence  in  railways  as  an  investment  and  to  the  competition  of 
tax-free  securilios. 

[3J 


BIGGEB  PEOFITS  DOING  NOTHING,  SAYS  CHAS,  M.  SCHWAB 


Charles  iVI.  Schwab  declares  that  he  coukl 
retire  from  active  business,  re-invest  his 
money  in  tax-exempt  securities,  and  treble  his 
incfMne.  He  gives  tliat  as  an  iUustratiob  of 
how  big  tax  burdnis  stifle  initiative.  Hear- 
ings are  now  bdng  held  by  the  Ways  and 


Means  coinniitt(*e  of  the  House  on  the  propo- 
sition to  ])rohibit  the  issuance  of  any  more 
tax-exempt  bonds,  and  it  is  probable  that 
that  refuge  of  tax-harassed  IndiTiduais  will 
be  removed  in  the  not  distant  future. 

—PmidleUm  {Ore.)  Tribnme, 


We  Are  All  Payiair  Tax-Exempt  Boiidh<Mer 


Tax-exempt  securities  are  competing  so 
heavily  with  industrial,  railroad  and  public 
utility  securities  that  it  is  necessary  for  those 

who  operate  private  business  to  pay  exorbi- 
tant rates  of  interest  in  order  to  secure  capi- 
taL  The  drain  is  so  heavy  that  it  has  stopped 
development  in  many  lines.  Until  the  federal 
constitution  is  amoided  to  place  all  new  is- 
sues of  securities  on  a  parity  so  far  as  the 
taxability  of  income  is  concerned  the  tax  ex- 
jatupt  securities  will  continue  to  get  the  moii^. 


And  the  tax-]>ayer  who  is  not  fortunate 
enough  to  be  <xeuipt  must  ])ay  all  the  tax 
bills,  including  interest  and  bond  ])rincipal, 
besides  having  be«i  denied  the  use  of  eaiiital 
he  needs  for  his  own  bu^ess.  Truly  we  are 
woi^g  for  the  bond  owner,  who  no  limger 
needs  to  toil  or  spin,  for  he  escapes  taxatim 
and  we  must  pay  all  the  costs  of  government 
and  pay  him  besides. 

—Port0fvUle  (CaL)  MMenper. 


Selignan  Uiges  Eqaaliiy  for  Seoirities  As  Basis  for  Nation's  Proq»erity 


Prof.  E.  R,  A,  Seligman,  a  high  authority 
oa  taxatl«m  and  former  president  of  the 
American  Tax  Association,  as  well  as  the 
author  of  textbocdcs  on  the  subject,  estimates 
the  amount  of  untaxed  securities  in  the  Unit- 
ed SUtes  at  80  billicm  dollars,  on  whidb  the 
federal  governtnent  obta^  not  a  dollar  of 
revenue 

The  federal  government  last  year  issued  no 
Ixmds,  but  states  and  munidpalities  aro  re- 
ported to  have  issued  upwards  of  a  bilBon 
dollars  of  these  exempt  securities,  tiie  great- 
est quantity  ever  issued  in  one  year.  Tax 
free  securities,  therefore,  are  increasing  at 
the  rate  of  a  billion  a  year,  and  are  not  like- 
ly to  be  less  witli  the  great  national  good 
roads  movement  in  full  career. 

There  are  a  few  defenders  of  tax  exemp- 
tion, but  they  do  not  now  include  any  impor- 


tant offidals  at  Washington.  The  last  three 
Secretaries  of  the  Treasury  are  for  a  consti- 
tutional amendment  permitting  taxation  of 
public  secnirities. 

It  is  not  favorable  to  the  country's  prog- 
ress industriaUy  or  in  the  creation  of  new 
wealth  that  its  advancemait  is  pi^ndpally  in 
purely  public  improvements-  which  are  not 
producers  of  new  wealth.  Sewers,  roads, 
bridges,  handsome  new  schoolhouses  and 
other  products  of  public  bonds  help  the  pro- 
duction of  new  wealth,  but  do  not  directly 
create  new  wealth.  When  private  industries 
stagnate  because  of  a  lack  of  fresh  capital  at 
low  rates  of  interest,  good  roads  will  not  get 
anywhere.  Hie  objection  to  30  billions,  in- 
creasing at  another  billion  a  year,  of  tax-free 
securities  is  that  :th^.  soak  up  new  capital 
needed  for  industrial  expansion  and  growth. 

—The  Topika  Dmly  Capital, 


Loss  is  Larger  Than  Gain 


Professor  Seligman  said  to  a  congressimal 
committee: 

"It  is  the  lender  and  not  the  borrower  who 
secures  the  chief  benefit  from  tax  exemption. 

In  my  opinion,  the  Federal  government 
ought  not  to  issue  any  more  tax-ex«mpt 
bonds.  It  ought  not  to  have  issued  than  dur- 
ing the  war,  and  it  ought  not  to  issue  any 
more  now,  chiefly  for  the  reason  that  what 


is  gained  on  the  one  hand  is  outweighed  on 
the  other  in  dollars  and  cents.  But  some- 
thing else  is  lost  which  is  of  far  more  im- 
portance, namely,  the  awakening  of  suspicion 
and  the  growing  feeling  on  the  part  of  many 
in  this  Gountiy  that  we  are  creating  a  ecm- 
fikt  between  social  classes.  And  that  is  a 
thing  which  a  dmocratic  government  oa|^ 
not  to  develop." 


[4] 


AND  GOING  UP  A  BILLION  HIGHER  EVEEY  YEAR! 


Withdrawal  of  tax  exemption  on  govern- 
ment, municipal  and  other  classes  of  l>onds 
is  urged  in  resolutions  adopted  by  the  Wis- 
consin Bankers  Association  at  its  annual 
convention.  Tax  excmptira  has  woiked  to  tiie 


detriment  of  farm  mortgages  and  other 
classes  of  necessary  investments,  it  was  set 
forth. 

— Chicago  Jomrmd  of  Cammeree. 


[5] 


TAX-EXEMPT  BONDS  CALLED  ASSASSINS  OF  BUSINESS 


ToL  Exanpts  Stifle  Industry— Withhold  Capital— Cause  Unemployment- 
Stop  Nation's  Progress 


The  business  depression  can  be  cured,  or 
at  least  further  ameliorated  by  prohibiting 
future  issues  of  tax-exempt  bonds  and  re- 
ducing surtaxes  enough  to  encourage  new  en- 
terprise, says  A.  J.  Johnson  &  Company,  mem- 
bers of  the  Stock  Exchange,  in  a  special  re- 
view on  taxes  and  their  effect  on  industry. 

Tax-free  bond  issues,  together  with  heavy 
surtaxes,  might  almost  be  called  the  two  as- 
sassins of  American  business,  this  firm  states. 
Either  one,  it  declares,  is  bad  enough  alone, 
but  the  coDibinatiim  of  the  two  tends  defi- 
nitely and  strcmgly  to  Idll  productive  es^n- 
prise.  The  review  sets  out: 

"This  is  the  time  for  business  men  to  study 
economic  ccmditifms  as  they  never  studied 
tbmn  before,  to  tiie  eod  that  corrective 
latton  may  be  oiacted  to  reOeve  business  de- 
pression and  solve  the  unanployment 

**The  extortionate  surtaxes  so  work  upon  ti»e 
tinudily  of  capital  as  to  sender  wealthy  warn 
unwilling  to  imdertake  new  iHudness;  and  tiie 
tax-free  municipal  and  other  bond  iSNies  pro- 
vide an  asyhim  where  timid  cai^tal  can  go 
and  draw  faaterest  without  di^g  its  duty 
toward  the  nati<m.  This  duty  is,  of  course, 
to  create  Irasiness;  or,  in  other  words,  to 
augment  production,  commerce  and  employ- 
ment; but  duty  with  ri^  looks  much  less  at-^ 


tractive  to  a  careful  investor  than  safe  neg- 
lect plus  4  per  cent. 

**Ho\v  many  of  us  have  given  any  thought 
to  the  fact  that  if  emissions  of  tax  free  bond 
issues  were  to  continue  increasing  at  tilC 
present  rate  for  another  three  years,  they 
would  absorb  every  cent  of  new  capital  hi  the 
United  States.  Such  issues,  uichiding  those 
of  municipalities,  counties  and  States,  have 
shown  an  average  annual  toerease  of  4S^ 
per  cent  for  the  past  three  years;  and  tids  is 
in  comparison  not  with  the  extra  small  vol- 
ume of  munidpd  bond  issues  hi  1918»  but 
rather  with  the  average  voiume  f five  yean 
ended  with  1917. 

''UnprodueUve  uses  of  capital  kilk  bu^bMSS 
hi  a  way  which  is  plahify  to  be  seen.  The 
first  ttung  ttiat  any  new  enterprise  accom- 
pMshes  must  always  be  to  employ  labor,  and 
the  wage  payments  create  luisiness  by  going 
into  the  hands  of  the  retail  dealer,  wholesaler, 
Jobl)er,  manufacturer,  and  so  on,  without 
limit.  But  funds  put  into  municipal  and 
county  bonds  employ  Imt  few,  and  ot\m  en- 
gage ttiem  wastefully.  If,  for  example,  the 
$1,300,000,000  put  into  tax  free  bonds  during 
1921  had  been  invested  in  trade  and  produc- 
tion, it  probably  Avould  have  given  employ- 
ment to  about  220,000  idle  workers." 

~New  York  Americcm* 


Slow  Poison  for  American  Busiiiess— Banker  Confesses  His  Own  GuUt 


The  rich  men  are  not  paying  their  part  of 
the  taxes.  They  don  t  have  to  ])ay  them — nat- 
urally tliey  donH  i>ay  them.  The  taxes  of  this 
country  are  borne  by  the  men  with  fortunes 
of  $100,000  and  less.  The  men  with  fortunes 
above  tliat  are  not  payin^r  their  part.  Tax 
exempt  securities  enal)le  them  to  evade  pay- 
ment and  they  do  it  It  is  wrong.  It  is  slow 
poison  to  the  entire  business  of  this  comitry. 
It  should  be  stopped,  this  legalised  form  of 
tax  dodghig.  Until  it  is  stopped  we  can*t  get 
back  to  nimnaL 

All  the  foregoing  was  said  by  a  gray-baired 


banker  at  a  meeting  of  Middle  AVest  bank- 
ers recently.  He  said  that  he  had  some  hun- 
dreds of  thousands  of  dollars  in  tax  exempt 
securities,  and  that  he  was  one  of  the  legalr 
i/.ed  tax  dodgers  who  were  shifting  tiidr 
obligations  to  the  Government  to  the  should- 
ers of  men  financially  less  able  to  bear  tiiem. 
And  he  wondered  why  farmers,  why  bankers, 
whose  bu^ess  has  been  hurt  badly  by  the 
withdrawal  of  money  to  invest  in  tax  exempt 
securities,  did  not  take  actiim  agahist  tids 
cvii 

^Woodifield  Ohio  S^mtmeU 


[6] 


A  CONSTITUTIONAL  AMENDMENT  WILL  COUBECT  THIS 


^PDUCS  3PQ  TMOU&M  'PMAJ  UKTIL 


THE  MCnHCR-tM-mW  r.AMF  TP  LIN/E  WITu  THEM  THEIR.  ffftMH^f  PE.REECT. 


DiNo  IN  Des  Mocnbs  Rsoistbk 


Kansas  Bankers  Oppose  Legalized  Draft  Tax  Dodgers 


Resolved,  that  this  convention  is  o]>posed  to 

any  legislation  to  encouraire  legal  ta\  dodg- 
ing by  permitting  the  transformation  of  tax- 
able property  into  tax-exempt  property,  and 


that  we  are  therefore  opposed  to  the  en- 
actment  of    any    new    tax-exemption  laws. 

— Kansas  Bankers  Association, 
Adopted  May  letb, 


[7] 


HE'LL  NEED  A  DIFFERENT  GUN  TO  GET  HIM 


Landowners— Householders— Feed  the  No-Tax  JSlephant  WlUm 

Bollaxs  Yearly 


The  amount  of  untaxed  bonds  in  the  United 
States  on  wUch  tbe  Government  obtains  not 
a  d«^r  of  Tev^ue  is  estimated  at  90  bflUDOS. 

Tliese  untaxed  billions  penalize  the  fanner 
with  a  heavier  tax  on  his  land;  the  railroads 
and  all  public  service  corporations  with  a 
heavier  tax  on  their  property  and  equipment; 
the  manufacturer  with  a  heavier  tax  on  his 
plant;  the  storekeeper  and  householder  with 
heavier  taxes  on  their  property,  all  of  which 


adds  greatly  to  the  cost  of  tlic  service  tiiey 
give,  or  to  Uie  product  thcgr  sdl  the  consumer. 

The  country  must  get  rid  of  its  tax-free 
white  elephant,  by  constitutional  amendment 
and  the  refunding  of  existing  tax-exempt  se- 
curities, or  be  prepared  to  pay  more  and 
more  taxes,  evt  n  if  economizing  administra- 
tions should  (  lose  half  our  publk:  instituticms 
to  reduce  expenses. 

— Capper'^  Weekl]^,  Topeka,  Katk 
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NEEDS  TREATMENT  FOR  "EXEMPTION 


Onra  iM  DasMbiNBB  BBomm 


Let  the  Old  Goose  Die 


"TAX-EXEMPT  SECURITIES  were  once 
a  golden  egg,  but  the  goose  that  laid  them 
is  now  seriously  ill,"  remarks  Collier's.  Yes, 
and  it  miglit  lu'  well  to  let  the  goose  die,  or 
to  see  that  it  stays  pretty  sick  until  that 
happy  time  when  liiere  shall  be  no  more  in- 


come taxes  to  pay.    When  wealthy  men  take 

their  money  out  of  productive  enter]>rises  to 
invest  it  in  non-taxable  securities  it  means 
that  business  is  crippled  and  that  the  rest 
of  us  must  pav  more  taxes. 
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AN  ECONOMIC,  NOT  A  MORAL  QUESTIOX.  S  VYS  CAPPER  PAPER 


Tax  Exemption  Bleeds  Business,  Hamstrings  Enterprise, 

Cuts  Off  Capital  from  Industry 


It  lias  been  the  theory  of  States  and  Con- 
gress tliat  tax  exemptimi  implies  no  loss  to 
the  public  because  exempt  securities  will  sell 
at  a  proportionately  higher  price  and  will 
produce  a  correspondingly  lower  income*  *  *  * 

Bat  it  is  becoming  mm  widely  understood 
that  an  important  factor  was  overloi^ed  in 
Uiis  reasoning.  This  is  the  fact  that  free 
capital  in  the  United  States  Is  a  limited 

quantity.  Not  everybody  has  income  to  loan 
to  American  industries  for  their  development. 
*  *  *  It  is  the  great  incomes  which  cannot  be 
consumed  in  living  expenses  which  supply 
the  fresh,  new  capital  from  day  to  day  and 
year  tf)  year  upon  which  business  enterprise 
and  growth  are  dependent. 

And  it  is  precisely  these  great  incomes  that 
btp  up  the  tax  exiempt  securities.  *  *  * 

Taxation  is  high  and  income  taxaticm  in- 
creases hi  rate  with  ihe  ^  ef  the  income. 


•  *  • 


It  Is  in  this  way  that  exanpticm  of  bil- 
lions of  securities  from  taxation  is  bleeding 
badness  of  new  capital,  riMsii^  Interest  mtes 


for  capital  and  bamstrin^big  enterprise  ac- 
cordingly. *  *  ♦ 

By  exempthig  tiie  highest  grade  of  securi- 
ties frmn  all  taxation.  State  and  Federal,  gov- 
ernment has  deliberately  cut  off  from  Ameri- 
can industrial  enterprise  its  natural  source  of 
capital  and  is  starving  industry. 

Abolishm^t  of  tax  exemption  is  not  a  mor- 
al question,  therefore,  as  abolishmrat  of  a 
special  privilege  of  the  wealtliy,  so  much  as 
it  is  an  economic  question  of  first  class  im- 
])<)rtance.  The  practice  lias  grown  so  much 
lately  as  to  bring  its  logical  effect  clearly  in 
view.  Until  tax  exemption  assumed  such 
magnitude  that  the  exempt  securities  became 
sufficient  to  absorb  the  entire  surplus  of  the 
incomes  of  great  estates  and  great  fortunes, 
tiie  country  did  not  fed  the  ebbing  of  the 
stream  of  annual  new  capitaL  It  sees  the 
stream  now  at  a  low-water  mariE  for  genera- 
tions, and  the  Secretary  of  tbe  Treasury  at 
lost  feds  called  upon  to  issue  a  warning 
s^^painst  cMiMnuance  of  a  policy  so  damaf^ng 
to  every  interest  in  tlie  land. 


Farmer  and  Worker  Pay  Interest  on  Tax-Free  Bonds 


Tliere  are  now  more  than  tSOfiOOfiOOfiOO 
in  tax  free  bonds  stored  away  in  the  vaults 
of  the  rich,  and  if  the  Federal  and  State  gov- 
ernments, counties,  cities  and  improv^nent 
districts  continue  to  issue  bonds  of  a  similar 
character  at  the  present  rate,  the  wealth  of 
the  Nation  will  be  tied  up  in  tax-free  securi- 
ties and  then  who  will  pay  the  bills?  Schem- 
ing to  escape  taxation  is  a  regular  occupa- 
tion with  a  large  number  of  citizens  who  find 
it  easier  to  clip  coupons  than  to  assume  the 
worries  and  responsibilities  of  industry,  and 
tax-free'  bcmds  are  very  attractive  to  this 
dass.  Not  only  do  they  escape  paying  their 
just  share  of  government  expenses,  but  an 
even  greater  wrong  is  done  by  keeping  tiidr 
money  out  of  industry  where  it  would  be  pro- 
ductive of  son^Hibig  besictes  interest 

If  bonds  were  made  to  bear  tiidr  Just 
i^re  ot  taxation,  perhaps  fewer  would  be 


issued,  thus  giving  the  Government  and  its 
various  subdivisions  a  chance  to  catch  up. 
The  people  of  this  country  are  now  pajring 

interest  on  more  than  $87,000,000,000  every 
year.  This  debt  includes  all  classes  of  bonds 
and  money  borrowed  for  all  purposes,  ex- 
clusive of  mortgages  on  homes  in  cities  of 
less  than  30,000  population  and  money  bor- 
rowed at  l)anks  in  small  cities  and  villages. 
If  it  were  possil)le  to  arrive  at  the  real  total 
of  the  indebtedness  of  the  United  States,  in- 
cluding the  debts  of  individuals  and  corpora- 
tions on  which  interest  is  collected,  it  is 
doubtful  if  there  is  money  enough  in  the  en- 
tire country  to  pay  the  interest  at  one  time. 

There  is  more  than  one  good  reason  why 
tliere  should  be  no  more  tesues  of  tax-free 
bonds.  Farm  and  Ranch  is  for  tbe  ratend- 
vomt  ndthout  exemptkms  of  any  land. 

— Farm  oiul  Ranch,  J>aMa$,  Team* 
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DOG  GONE 


AsJWBT  T.  Rno  m  Kjuwas  City  Svam 


Investment  Bankers  Rescdve 

* 

Resolved,  it  the  sense  of  tiiis  Board  that 
ttie  InvestmoQt  Banlcers  Assodatlon  of  Amer^ 

lea  advocate  the  adoptimi  of  an  amendment 
to  the  Constitution  of  the  United  States 
empowering  on  the  one  hand  the  Federal 
taxation  of  the  income  from  future  obliga- 
tions of  the  States  and  their  political  sub- 
divisions and  on  the  other  hand  the  taxation 


Against  Tax-Free  Securities 

of  future  obligations  of  the  United  States 
by  the  States  and  their  political  subdivisions, 
in  both  cases  with  proper  safeguards  limit- 
ing such  taxation. 

— The  Investment  Bankers  Association  of 

America, 

Adopted  by  Board  of  Governors  October 
6th,  1920. 
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TAX  EXEMPTION  ARRESTS  BUILDING  IN  DETROIT 


President  of  Real  Estate  Board  Says  We  Are  Becoming  Nation  of  Rimters 
One-Third  of  Weaith  Payii^;  Nearly  Three-FourUis  of  Tax 


One  real  estate  development  company  in 
Detroit  has  $150,000  invested  in  10  differait 
homes.  That  money  is  absolutely  froz^  and 

cannot  be  released  because  of  the  company's 
inability  to  obtain  mortgrages  or  discount  kmd 
contracts  at  a  reasonable  rate. 

This  trussing  up  of  funds,  cited  by  Harry 
F.  Menard,  president  of  the  Detroit  Real 
BfState  board,  is  considered  by  liim  one  of  the 
most  poisonous  o£f-shoots  of  the  growing  in- 
vestment in  tax-ex^pt  bonds.  He  put  the 
present  house  shortage  in  Detn^  at  firom 
26,000  to  35,000. 

"Today  the  only  person  who  can  build  is 
the  person  with  50  to  60  per  cent  of  the 
necessary  capital  in  his  hand/'  Mr.  Menard 
says. 

"For  a  year  and  a  half  it  has  been  impos- 
dble  to  get  any  mortgage  'mcoiey.  It  also 
has  been  absolutely  impossible  to  dibcount  a 
land  contract  except  at  25  to  30  per  cent 

In  the  old  days  we  used  to  pay  10  to  12  per 
cent,  and  thought  that  a  very  generous  figure. 

"Billions  invested  in  tax-free  bonds  today 
are  escaping  the  payment  of  all  income  taxes. 
Ih  the  last  annual  report  of  the  Secretary  of 
the  Treasury  it  was  stated  that  the  M^iest 
brackets  for  the  surtax  had  passed  Ihe  point 
of  productivity,  and  the  only  consequence  of 
any  further  increase  would  be  to  drive-  pos- 
sessors of  large  incomes  more  and  more  to 
the  investment  in  wholly  exempt  bonds. 

'*The  ease  with  which  exempted  securities 
can  be  sold  is  a  constant  invitation  to  extrava- 
gance and  prodigality  in  government.  AH 
interests  today  are  supporting  a  program  of 
economy  and  the  curbing  of  governmental 
expmditure,  and  thai  contradicting  them- 


selves in  the  next  breath  by  opening  the  gate 
to  a  safe  hiding  place  for  men  of  big  incomes 
by  permitting  tlie  growing  issuance  of  tax« 
exempt  paper. 

"In  ^ite  of  the  necessity  of  stimulating 
home  ownership,  a  necessity  recognized  by 
our  national  government  l)y  the  formation  of 
tlie  United  States  Housing  corporation  and 
by  states  and  municipalities  in  various  ef- 
forts to  encourage  the  building  of  homes,  a 
condition  prevails,  and  is  allowed  by  consti- 
tutional and  legislative  enactment,  which 
mitigates  directly  against  the  government's 
acknowledged  thought  as  expressed  in  the 
organization  of  the  housing  corporation. 

"We  are  more  and  more  becoming  a  nation 
of  renters.  By  wide  margin,  more  than  half 
the  people  in  tlie  state  of  Michigan  are  liv- 
ing in  bouses  not  Iheir  own  today.  To  tihe 
owner  of  a  modest  home  the  lugb  tax,  added 
to  his  other  burdens,  is  the  last  straw.  It  is 
cheaper  to  rent  than  to  own,  is  becoming  a 
too  generally  accepted  fact.  Real  estate  while 
rej>resenting  35  per  cent  of  all  wealth  in  the 
country,  is  paying  from  65  to  70  per  cent  of 
all  taxes,  and  probably  a  vast  proporticMi  of 
that  burdra  is  passed  on  to  the  public  in  the 
form  of  a  big  rent. 

^^It  cannot  be  expected  that  capital  will 

find  its  way  into  real  estate  investment,  with 
its  attendant  burden  of  construction  and  ad- 
ministrative complexities,  to  say  nothing  of 
attendant  depreciation,  at  a  decidedly  less  nel 
return  than  can  be  enjoyed  by  the  simple  ex- 
pedient of  buying  munidpal  or  govemmeni 
securities.  Real  estate  cannot  stand  the  com- 
petition, and  the  result  is  inevitable'' 


More  Money  in  Tax  Exempts  Than  Nation's  Business 


You  know  what  "Tax-exem])t"  securities 
are?  They  are  state  and  municipal  bonds, 
issued  to  the  tune  of  tens  of  thousands  of 
millions.  They  pay  the  investor  as  high  as  6 
per  cent  interest  and  more,  and  the  owner 
pays  not  a  cent  of  income  tax  on  these  in- 
vestments. 

Naturally  men  prefer  those  exempt  bonds, 
paying  no  income  tax  or  other  tax,  bearing 
no  risk  to  any  investment  in  industry.  No 
wonder  an  expert  tdls  you,  **Mcwc  mcmey  is 


invested  in  tax-exempt  securities  than  in  the 
nation's  business." 

That  explains  why  so  many  factories  are 
closed,  so  many  men  out  of  work  in  America. 
Why  should  a  man  risk  his  capital  hiring 
men  in  industry  to  make  10  or  15  per  cent 
profit,  and  g^ve  half  or  three-quarters  of  it 
back  to  the  government  in  income  tax,  wh^ 
he  can  buy  perfectly  safe  bonds  draw  his 
5  or  6  per  cent,  and  pay  the  government  not 
one  cent.^ 

-^Lshanon  (Ind.)  Reporter ^ 
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COME  DOWN  AND  HELP 


MuAPUY  i»  Seattiji:  Post  Intelugbmceb 


Leaves  Thirty-Five  MUUons  Mainly  Tax  Exempts 


The  banker,  Jacob  H.  Schiff,  left  an  estate 
valued  at  nearly  35  millions.  The  net  tax- 
able income  from  the  whole  of  it  worlced  oat 

at  scarcely  1  per  cent  per  year.  The 
bulk  of  his  estate  was  in  tax-exempt  bonds 
because  the  surtaxes  on  other  investments 
would  have  left  him  a  lower  rate  of  return 
tlmn  did  the  bonds.  Sdiiff  was  a  business 
man.    Tax  schedules  did  not  tax  him,  but 


only  forced  liis  money  out  of  business  uses 
into  governmental  uses.  He  iiad  to  invest 
Ills  money,  not  with  those  who  build  up 

industr}',  but  with  those  who  spend  the  pro- 
ceeds of  state,  city,  and  national  bond  issues. 
The  information  contained  in  such  wills  as 
tliat  of  Jacob  H,  Scliiff  is  di^>quieting  to  those 
who  want  to  **make  the  rich  pay  all  tlie 
taxes." 
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TAX  EXEMPTS  COST  UNCLE  SAM  600  MILLIONS  YEARLY 


Onfy  Constitatioiial  AHendmeBt  Will  Stop  Leak 


Estimates  as  to  tlie  aiiKnint  of  tax-free 
securities  outstanding  vary  from  10  to  3J 
biUion  diAUurs.  H.  C.  Mckenzie,  tax  expert 
of  the  American  Farm  Bureau  Fe:leration, 
e'^timates  the  amount  to  be  about  17  billions. 
This  does  not  include  about  15  billion  dol- 
lars* worth  of  Liberty  bonds  which  are  sub- 
ject to  Federal  Imt  not  State  and  local  tax- 
ation. 

The  loss  in  taxes  to  the  government  from 
the  exemption  of  this  vast  amount  of  wealth 
is  estimated  to  be  about  600  million  dollars 
a  year.  This  does  not  include  the  loss  to 
states  and  local  taxing  Ijodies. 

Some  farmers  fear  to  have  the  issuance  of 
tax-free  securities  stopped  for  fear  it  would 
raise  the  interest  rate  on  federal  farm  loans, 
Ttiis  is  quite  likely  to  happen,  to  a  small  de- 
gree at  leasl  But  the  total  amount  of  fann 
loan  bonds  outstanding  is  only  a  little  over 
half  a  billion — only  a  small  fraction  of  the 
total  value  of  tax-free  securities.  The  small 
gain  that  comes  to  the  farmer  from  lower  In- 
terest on  federal  farm  loans  is  much  more 
than  offset  by  bis  baving  to  pay  his  tax  and 
the  other  fellow's  too. 

The  money  that  goes  into  tax-free  securi- 
ties cannot  be  used  for  business  or  farming. 
That  is  wt^  we  see  d^es  and  states  carrying 


on  extensive  and  often  extravagant  programs 
of  public  improvements  at  thmes  when  farm- 
ers and  business  men  can  hardly  get  the 
credit  necessary  to  keep  their  business  going. 

In  a  recent  letter  one  of  our  readers,  J.  E. 
Jensen  of  Iroquois  county,  Illinois,  says: 

"I  just  read  that  a  New  York  syndicate 
has  bought  45  million  dollars'  worth  of  four 
and  a  half  ])er  cent  securities  in  one  lump. 
Why  is  it  that  securities  like  this  sell  above 
par  while  farmers  have  to  pay  six  or  seven 
per  cent  for  money?" 

The  facts  about  tax-free  securities  given 
in  this  article  answer  Jensen's  question.  It 
is  harder  than  it  ought  to  be  to  get  money  for 
business  and  farming,  interest  rates  and 
taxes  are  higher,  all  because  of  the  flood  of 
tax-free  bonds  tliat  is  crowding  other  in- 
vestments out  of  the  maricet  and  enabling 
rich  investors  to  escape  paying  taxes. 

The  only  way  out  is  through  a  constitu- 
tional amendment.  This  will  take  time,  and 
will  not  affect  the  tax-free  bmids  now  out- 
standing. But  they  will  gradually  be  paid 
off,  and  if  we  stop  issuing  more  we  will  be 
going  in  Ihe  rigbt  direction  instead  of  piling 
up  more  trouble.  Such  an  amendment  should 
be  adopted  at  the  earliest  possible  moment. 

—Tk0  Pf^iM0  Farm0r,  OUeago. 


Resolve  for  Equitable  Taxation  a  Plea  for  Fair  Play 


Resolved,  that  this  conference  is  unalter- 
abfy  opposed  to  the  exempticm  of  interest 

from  mortgages  from  income  taxation  under 
either  Federal  or  State  laws,  and  that  this 
conference  is  of  the  opinion  that  salaries  of 
all  pabBe  offidals  and  the  interest  aa  future 


issues  of  Federal,  State  or  Munidpal  obliga- 
tions should  be  subject  to  income  taxation. 

THE  NATIONAL  TAX  ASSOCIATION 
Adopted  at  Thirteenth  Annual  Conferenee, 
September  6-10, 1980. 


Tax-Free  Securities  Foster  Bnsitiess  Slackers,  Stagnate  BoUding,  Farm, 

Industrial,  Mine  and  Railroad  Progress 


strong  arguments  for  the  elimination  of 
all  tax-exempt  securities  and  a  plea  for  the 
institution  of  a  natimial  tax  cm  sales  were 
presented  to  the  Realtors'  Bureau  of  the 
Denver  Civic  and  Commercial  Association  br 
Frank  N.  Briggs,  president  of  the  Interstate 
Trust  Co.,  of  tlMt  city.  'There  are  two  classes 
of  citizens,"  said  Mr.  Briggs,  "who  escape  tax- 
ation in  wbole  or  m  part:  those  who  come 
under  tax-exemption  laws  and  those  who  are 
known  as  tax  dodgers,"  Both  classes  be  char^ 
acterized  as  slackers  and  shirkers,  one  under 
sanction  of  unjust  laws  and  the  other  in  viola- 
tion of  laws. 

''Withdrawal  of  capital  fimn  active  business 
and  development  investments  and  tying  it  up 
in  tax-exempt  securities,"  he  declared,  '*is  the 
most  important  phase  of  the  question. 

^ith  so  muea  wealtii  as  we  now  have  ki 


the  United  States,  why  is  it  that  there  is 
such  a  scarcity  of  money  for  buildinfr  jiur- 
poses,  farm  operations  and  development, 
manufacturing  enterprises,  mining  and  rail- 
road construction?  And  why  are  rates  of 
interest  so  high  for  such  loans  as  are  required 
for  these  things?"  he  asked. 

Quoting  from  Louis  T.  McFadden  of  Penn- 
sylvania, who  introduced  a  bill  in  Congress 
for  the  repeal  of  tax-exemptions,  he  said: 
"It  is  a  matter  of  common  knowledge  that 
the  diversion  of  the  funds  of  wealthy  estates 
and  individuals  from  real  estate  mortgages 
to  tax-exempt  bonds  has  seriously  handicap- 
ped the  entire  building  program  and  industry 
of  the  country.  The  resulting  situation  is 
acute,  especially  in  housing,  largely  because 
of  tax  exemption." 

— 2rw#  B0e0r4,      F.  CUg. 
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THE. FARMER  WILL  GET  SOAKED  TO  THE  SKIN 


Should  Be  No  Privileged  Class 


So  far  as  known  to  the  committee,  all  of 

the  prominent  authorities  on  the  subject  of 
taxation  favor  the  amendment.  The  United 
States  is  the  only  one  of  the  great  nations 
that  permits  such  a  condition  to  exist. 

Tax  exemptions  create  a  grave  danger  to 
our  social  system  and  form  of  government. 
No  principle  of  taxation  is  more  generally 
accepted  today  than  that  taxes  smuld,  us 
a  rule,  be  levied  in  accordance  with  ability 
to  pay  and  all  citizens  should  pay  in  the 
same  manner.  The  present  condition  violates 


every  rule  based  upon  these  principles,  and 

while  we  sedc  to  create,  as  far  as  possiblct 
equality  in  taxation,  we  find  that  the  Con- 
stitution makes  it  impossible.  Tliere  should 
be  no  privflegcd  class  under  our  Govern- 
ment, but  a  special  privilege  is  granted  to 
those  who  invest  in  tax-exempt  securities. 
This  situation  is  the  ground  of  just  com- 
plaint and  creates  cUsoontoit  and  prejudice 
against  people  of  large  means  who  use  Sk  ImW' 
ful  method  to  lessen  their  taxes. 
— House  of  Reps.,  67th  Cony,,  Report  No.  969. 
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ALL  THAT  NICE  HOT  WATER  GOING  TO  WASTE 

Take  Away  His  Umbrella  and  the  Bath  WUl  Do  the  Work 
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[17] 


HILLS  AND  ASTORS  GET  PUBLIC  AID 


Demand  far  Constitutional  Amendment  Popular 


The  tendency  on  the  part  of  owners  of 
large  fortunes  to  invest  their  capital  in  non- 
taxable bonds,  in  order  to  escape  paying 
the  heavy  federal  surtax  on  incomes,  has 
created  a  popular  demand  for  an  amend- 
ment to  the  Constitution  of  the  United 
States  authorizing  the  taxation  of  income 
derived  from  all  future  issues  of  municipal 
or  state  bonds. 

If  the  present  surtaxes  on  great  incomes 
are  to  be  continued  as  part  of  the  national 
American  revenue  system,  the  effects  of  a 
policy  that  promotes  investment  in  tax-free 
bonds,  instead  of  industry,  transportation, 
and  commerce,  will  make  the  submission  and 


ratificati<m  of  a  constitutioDal  amendment 

almost  a  certainty. 

One  beneficial  result  of  the  abolition  of 
future  issues  of  tax-exempt  bonds  wiD  prob- 
ably be  a  material  decrease  in  borrowing  by 
municipalities  and  states.  The  ease  with 
which  immense  sums  could  be  secured  by  the 
sale  of  long-term,  non-taxable  obligations 
has  been  a  factor  in  promoting  governmental 
extravagance,  and  the  prospect  for  higher 
interest  rates  for  loans  should  have  a  good 
effect  in  cutting  down  public  expenditures, 
and  thus  lessening  the  burden  of  destructive 
taxation. 

— Christian  Science  Monitor,  BosUm^ 


Jim  Hill's  Widow's  Inccme  Doubled  by  Investing  in  Tax  Exempts 
.  Bustness  Mm  and  F^urmers  WW  Pay 


Louis  W.  Hill,  fanner  business  adviser  for 
Mrs.  Hill,  testified  that  beginning  in  1916 

and  continuing  until  1919,  he  disposed  of 
heavily  taxed  securities  held  by  his  princi- 
pal, substituting  therefore  tax  free  holdings 
and  in  this  way .  increased  her  annual  &- 
come  from  §1365,000  to  $730,000  a  year. 

Here  is  a  concrete  example  of  the  working 
of  the  tax  exempt  bond  evil  anybody  can 
understand  at  a  glance.  In  a  single  instance, 
in  the  cast  of  a  personal  fortune  which  is 
surpassed  by  several  in  Michigan  which  have 
been  similarly  invested,  a  little  shrewd  re- 
adjustm^t  has  withdrawn  $365,000  annually 
from  the  reach  of  tlie  tax  gatherers. 

But  the  money  thus  lost  to  the  public 
treasuries  must  be  found  somewliere  so  the 
tmrdra  is  shifted  to  business  enterprise,  to 
people  who  are  ol)litred  to  work  for  their 
livings,  to  the  widow  with  a  cottage  instead 
of  a  palace. 


If  the  case  of  the  estate  of  Mrs.  Hill  were 
an  iscdated  one  the  matter  would  not  be 
worth  mentioning.    But  unfortunately  it  U 

typical  of  hundreds  of  other  cases.  A  good 
many  billions  of  dollars  are  tied  up  in  tax 
exempt  securities  in  this  country.  Figure 
very  conservatively  on  the  basis  of  what  was 
d<Hie  with  the  estate  of  Mrs.  Hill  by  ex- 
pert handling,  and  the  extra  wdg^t  of  tax- 
ation placed  in  consequence  on  the  shoulders 
of  those  whose  property  enjoys  no  exemp- 
tions becomes  appalling.  It  runs  into  the 
hundreds  of  millions,  possibly  into  the  bil- 
lions ammally.  It  easOy  nudces  the  differ- 
ence betwem  a  situation  in  which  the  nation 
could  handle  its  financial  problems  easily, 
and  the  present  veiy  difficult  economic  con- 
dition. 

— Detroit  Free  Press, 


Astor  Family  Seeic  Shelter  in  Tax  Exempts^hif  t  Tax  Burden  to  Masses 


Astors  never  sell — ^this  was  the  metropol- 
itan real  estate  axiom  until  the  World  War 
began  to  break  up  the  great  old  estates.  Now 
the  Astors  are  heavy  sellers. 

Astor  liquidation  by  all  branches  of  the 
family  since  the  start  of  the  World  War  is 
placed  near  ^5,000,000.  This  includes  much 
property  sold  by  branches  of  the  family  not 
bearing  the  Astor  name. 

The  Astors  have  been  selling  for  the  same 
reason  that  has  brought  down  immense  liq- 
uidation from  all  such  old  holders  of  realty 
returning  incomes  large  enough  to  come  un- 
der the  Federal  surtaxes.  Most  of  their 
holdings  had  been  leased  for  twenty-year 
terms  at  5  per  cent  net  on  a  fair  average 
valuation.  The  heavy  surtaxes  consumed 
practically  all  of  Uus  ineome. 


Another  reas<m  for  sudi  selling,  which  has 
been  in  progress  for  scores  of  old  estates 
besides  the  Astors,  has  been  the  rapid  in- 
crease in  State  and  dty  taxes.  This  promis- 
es to  be  accelerated  by  schemes  to  buy  puln 
lic  utilities  for  municipal  ownership  or  op- 
eration, thus  increasing  the  drain  upon  tax- 
payers. Bonds  of  a  tax  exempt  character 
are  issued  to  pay  for  such  utilities  lying  as 
a  lien  upon  real  estate.  Large  owners  see 
more  advantage  in  selling  their  realty  and 
])utting  their  cash  into  such  bonds  than 
in  holding  their  realty  and  paying  the 
taxes  which  go  toward  meeting  the  interest 
on  the  high  bonds.  In  this  way  they  shift 
the  burdoi  of  public  utility  upon  rentpayers 
and  the  taxpayers. 

York  Worid. 
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SOUNDS  REASONABLE 


Rbio  in  Kansas  Cmr  Staa 


We  Are  All  Payiiig  Tax-Exempt  Bondliolder 


'When  Secretary  of  the  Treasuiy  Mellon 
declares  tlmt  tax-exempt  bonds  issued  1^ 
nation,  states  and  municipalities  dty  up  tlK 
sources  of  Industrial  capital  and  place  a 
premium  on  extravagance  in  governments,  he 
is  stating  100  per  cmt  facts. 

When  he  tells  Congress,  as  he  has  on  sev- 
eral occasions,  that  tax-exempt  securities 
constitute  one  of  the  greatest  economical 


evils  the  countiy  ever  has  faced,  no  man  can 
disprove  what  he  says. 

As  long  as  a  large  percentage  of  those  most 
able  to  pay  taxes  eBcape  all  tax  burdens 
tfanm^  investmaits  In  tax-esoai^  govern- 
ment securities,  the  balance  of  IJie  popu- 
lation must  pay  doahAe  taxes  to  ndse  needed 
revenue. 

— Banta  Cruz  (Cal.)  News. 
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TAX  EXEMPTION  RAISING  NATION'S  FREIGHT  BATES 


Young  Men  Discouraged — Slowing  Business — Says  Judge  Lovett 


The  grea  test  damper  u  pon  business  re- 
vival atul  the  greatest  menace  to  the  return 
of  prosperity  in  tliis  country  is  taxation,  ac- 
cording to  Judge  Robert  S.  Lovett,  chaimuui 
of  the  Union  Pacific  System,  who  recently 
completed  an  analysis  of  business  conditions 
following  an  inspection  trip  throughout  all 
the  Western  states.  Hie  exeentive,  who  is 
considered  one  of  the  foremost  economists 
among  the  practical  leaders  of  industry, 
points  out  that  it  is  largely  the  surplus 
wealth  of  the  ridi.  Invest^  hi  raterprises 
carried  on  by  others  that  affords  most  em- 
ployment for  labor  outside  of  agriculture. 
Income  surtaxes,  however,  which  take  half 
of  the  profit  a  man  makes,  while  leaving  him 
to  suffer  the  loss  alone,  have  taken  the  heart 
out  of  many  of  the  men  who  have  hitherto 
created  the  country's  business.  Judge  Lovett 
says: 

'*Yoimger  men  who  have  bojied  by  great 
energy,  new  enterprises  and  initiative  to  ac- 
cumulate a  forlxine  see  that  possibility 
dwindling  as  excessive  surtaxes  become  a 
fixed  ]>olicy  of  the  government. 

"Then,  too,  the  processes  of  common  sense 
seem  to  be  reversed  in  our  basis  of  tax- 
ation. Instead  of  a  premium  on  enterprise 
and  industry  by  a  lower  tax  on  earned  than 
invested  income,  just  the  opposite  is  the 
law.  A  salary  or  a  profit  made  by  personal 
effort  is  taxed  the  maximum  rate  under  the 
provision  for  surtaxes,  while  capital  escapes 
the  tax  altogetlier  by  l)eing  invested  in  mu- 
nicipal securities.  The  result  is  not  only  a 
-sense  of  injustice  suffered  and  discourage- 
ment in  tile  indiindaal  rdying  upon  Us  own 


efforts,  but  an  orgy  of  recklessness  and  ex- 
travagance in  municipal  expenditures  un- 
paralleled in  history,  to  supply  bonas  for 
tax-exempt  investment  of  capital.  These 
huge  sums  are  not  only  going  into  tax  ex- 
empt securities,  shifting  the  burden  of  tax- 
ation to  industry,  but  are  being  withdrawn 
from  investment  in  indnstiiai  enterprises  of 
all  sorts  that  em])loy  labor  and  in  the  btdM^ 
ing  of  homes  for  housing  the  people. 

"But  that  is  not  all— not  by  half.  Tax- 
exem])t  bond  issues  by  village,  town,  city,, 
county  and  state,  with  other  extravagances 
which  attend  wasteful  habits,  are  increasing 
state  and  municipal  taxation  to  an  extent 
that  truly  is  alarming.  I  rc^  a  press  dis- 
patdi  recently  wherein  one  state's  taxes  had 
become  so  high  tliat  farmers  in  many  local- 
ities could  not  aflord  to  own  their  own  land 
and  literaUy  were  forfeiting  it. 

"Railroads  are  feeling  it  even  more  heavily 
and,  of  course,  this  means  that  it  must  ul- 
timately be  borne  by  the  country's  business. 
There  are  states  in  the  Union  where  the 
state  and  munici])al  taxation  average  more 
tlian  $2,000  per  mile  for  single-trsMrk  rail- 
roads. 

"And  the  end  is  not  yet,  for  the  municipal 

machines  grinding  out  bonds  to  be  snapped 
up  for  tax-exempt  investments  of  money  that 
ought  to  be  employed  in  private  industry 
stitt  are  in  fall  swing  and  the  tax  rate  & 

climbing  accordingly. 

"The  country  ought  to  take  its  bearings 
before  some  of  its  vital  interests  go  on  the 
rocks." 

—Cohmbui  {Ohio}  JtmrmiL 


Realtors  Are  Unanimous 


^Put  an  end  to  the  issuance  of  the  tax- 
exempt  securities  by  the  govenunent^  the 

state  and  the  cities !" 

This  is  the  declaration  of  President  Irving 
B.  Hiett  of  the  Naticmal  Association  of  Red 
Estate  Boards  in  annual  conventioa  at  tihe 
Exposition  Auditorium. 

In  the  pronouncement  against  these  se- 
curities President  Hiett,  lending  realtor  of 
Toledo,  and  the  chief  of  the  real  estate  men 
of  the  nation,  voices  the  unanimous  sentimrat 
of  the  association. 

**Fifteen  billion  dollars'  worth  of  time  tax- 
exem  ji  t  securities  h  a  ve  been  issued,"  said 
President  Hiett,  "and  it  is  hig^  time  to  put 
a  stop  to  it. 

''With  this  mormons  exemption  from  taxes> 
the  taxes  are  thrown  back  on  the  people  to 
pay  and  largely  upon  real  estate. 

**The  property  owner  and  the  home  build- 
er are  the  sufferers." 

The  assembled  delegates  today  were  dis- 
appointed to  leani  that  Congresc^nan  Louis 


T.  McFadden  of  Pennsylvania,  chairman  of 
the  banking  and  currency  committee  of  the 

House,  was  imable  to  attend  the  convention. 

Congressman  McFadden  was  scheduled  to 
deliver  an  address  on  'Tax  Exempt  Secur- 
ities and  Their  Effect  Upon  Real  Estate." 
He  is  the  author  of  a  bill  designed  to  put 
"finis"  on  that  kind  of  securities. 

The  association  is  on  record  as  strongly 
opposing  tax  exemption  of  this  kind,  the 
question  having  been  threshed  out  at  prev- 
ious conventions.  The  realtors  are  directly 
affected.  They  assert  that  the  prime  reason 
for  the  national  h(»using  shortage  lies  in  the 
fact  that  the  weallhy  invest  a  large  part  of 
their  money  in  tax  exempt  paper  on  which 
they  })ay  no  tax,  whereas,  if  they  invested 
their  funds  in  lands,  lots,  buildings  or  fac-^- 
tories,  they  would  face  heavy  tax  bills. 

They  ask  no  special  exemption  for  them- 
selves, but  insist  that  all  investors  be  treated^ 
alike  as  to  the  payment  of  taxes. 

San  Fr(mckco  CalL 


THEY  ARE  OBSTRUCTING  NORMALCY 


yiE  NEVfR.  WILL"  'THM  "VWikV 


To  MtTOH  APPETITE  FOIt  SPINACH  AMO   SPARR  RIBS 


Ding  in  Des  Moines  Recisteb 
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TAX  EXEMPTION  OFFERS  RICH  PREMIUM  TO  WITHDRAW  CAPITAL 


Shots  off  Flow  of  Mmey  into  Bo^sa^ 
Deadens  Business  Initiative— Building  Industry  Suffers 


As  the  servant  of  business  and  trade,  the 
commercial  banker  cannot  but  view  with 
grave  concern  tlie  enormous  and  rapidly  in- 
cieasii^  volunie  of  tax  exempt  securities  in 
tiiis  countT'.  The  arterial  S3rstem  of  busi- 
ness requires  a  constant  infusion  of  fresh 
capital  without  which  it  becomes  sluggish 
and,  if  long  withheld,  ceases  to  function.  In 
tliese  days,  when  the  whole  world  is  slowly 
convalescing  from  tiie  wounds  of  war, 
and  business  is  just  bc^nning  to  discard  Its 
emtches  and  its  hospital  equipment,  we  need 
the  quickening  influence  of  ample  capital  and 
resources  and  the  initiative  and  capacity  of 
the  best  business  brains  of  the  country.  But 
the  effect  of  tax  exemption  Is  to  Eifaut  off 
lids  ficyw  of  caj^tal  into  business  duumris^ 
to  deadoi  business  initiative. 

Atwood,  the  financial  writer,  in  a  recent 
article  aptly  says  "While  the  super-tax  takes 
away  three-quarters  of  the  income  of  a  man 
engaged  in  business  of  investing  in  industry, 
there  is  a  wide-open  access  to  the  safe  and 
tempting  refuge  of  tax  exempt  govemmelit, 
state  and  municipal  bonds.** 

Dr.  Adams,  tax  expert  in  the  treasury  de- 
partment, states  that  tlie  volume  of  exempt 
securities  is  sufficient  for  all  wealthy  men  to 
invest  nearly  their  entire  fortunes.  In  the 
ease  of  very  lai^  incomes,  the  temptatlosi 
of  exempt  securities  Is  irresistiide. 

A  man  with  an  income  of  $1,000,000  a  year, 
who  pays  taxes  on  taxable  securities  yield- 
ing 24  per  cent,  will  have  no  more  left  than 
If  he  owns  a  5^4  per  cent  exempt  security. 
If  he  buys  a  mortgage  or  a  6  per  cent  stock, 
he  has  left  after  paying  his  taxes  only  1  or 
2  per  cent,  or,  if  he  is  in  the  million  dollar 
dass,  he  would  have  to  give  up  part  of  his 
prindpaL 

Can  we  blame  the  rich  man?  He  is 
fered  an  actual  premium  to  stop  working, 
worrying  and  risking  his  money,  and  to  go 
away  and  play."  There  can  be  no  stigma 
upon  the  man,  rich  or  poor,  who  puts  his 
money  into  exempt  securities.  Every  dollar 
of  the  billions  of  exempt  securities  has  been 
issued  by  the  Federal,  State  or  municipal 
governments,  and  made  exempt  for  the  sole 
purpose  of  inducing  people  to  purchase  them. 

It  is  of  special  interest  to  note  that  the 
removal  of  the  large  investor  from  the  in- 
vestment field  has  fallen  with  spedol  weight 
upon  the  building  industry  and  has  been  an 
important  factor  in  the  recent  shortage  of 
houses.  Atwood  states,  on  the  authority  of 
the  comptroller  of  the  Metropolitan  Life  In- 


surance Company  (said  to  be  the  largest 
lender  on  mortgages  in  the  world),  that  one 
very  large  holder  of  mortgages  in  New  York 
aty,  said  to  have  owned  $15,000,000,  had 
only  1  per  cent  of  his  income  left  after  pay- 
ing his  tax  in  1918,  and  has  since  been  pay- 
ing brokers  a  commission  for  relieving  him 
of  his  mortgages  and  selling  them  to  sav- 
ings banks.  A  witness  before  a  Senate 
committee  recently  states  that  he  had  been 
told  of  a  man  with  $7,000,000  who  formerly 
carried  80  per  cent  in  mortgages,  but  now 
has  95  per  cent  in  exempt  securities. 

The  tieid  of  public  utilities  tells  a  similar 
story.  The  president  of  the  American  Elec- 
tric Railway  assodation  Is  quoted  as  say* 
ing  that  no  one  with  an  income  above  $10^ 
000  can  afford  to  buy  even  an  8  per  cent 
public  utility  security  in  preference  to  a  5 
per  cent  exempt  bond.  **Yet  the  utility  in- 
dustries need  $750,000,000  of  new  money  a 
year,  are  bdblad  over  91,000,000,000  in  im- 
provements, which  cannot  be  made  because 
the  money  cannot  be  obtained  and  they  are 
usually  forbidden  by  state  law  to  make  over 
8  per  cent  profits." 

In  the  last  few  years  the  personal  wealth 
of  the  country  has  so  rapidly  segregated  into 
the  tax-free  class,  that  whereas  of  those  re- 
ceiving net  incomes  of  $300,000  or  more  tiie 
taxable  income  of  individual  taxpayers  undet 
the  Federal  income  tax  law  was  <&92,000,000 
in  191(),  the  amount  decreased  to  $392,000,000 
in  1918.  It  is  not  to  be  supposed  that  the 
actual  income  of  these  taxpayers  had  thus 
decreased  in  that  period.  On  the  contrary, 
it  is  a  safe  conclusion  that  they  had  con- 
verted their  wealth  into  tax-free  securities 
so  rapidly  tiiat  at  a  sImUar  rate  of  con- 
version they  would  be  **8eotfifec"  of  all  lor 
come  tax  by  1922, 

The  wealthy  investor  receives  as  much 
net  return  from  a  5%  per  cent  tax  exempt 
bond  as  from  a  taxable  industrial  hivestroent 
paying  over  24  per  cent.  The  issuance  of 
tax-exempt  securities  by  the  government, 
state  or  other  political  subdivisions,  because 
of  the  ease  in  obtaining  funds,  encourages 
public  debt,  public  extravagance  and  public 
inefficiency  in  the  expenditure  of  funds  so 
raised.  Permit  to  continue  the  issuance  of 
tax-exempt  bonds  encourages  all  political 
units  issuing  the  same  rapidly  to  approach 
their  l)onding  limit,  when  the  burden  of  tax- 
ation thus  created  may  become  so  heavy  as 
to  force  confiscation  of  property. 

—BiUt0  (N0br.)  QQZ0iU. 
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Up  Above  the  Law  So  Hioh — ^Hs'u  Own  the  Cotr»TiiY  By  and  By 


HalCoFFUAN  in         Y.  EvEISliNG  JuUBNAL 


American  Bankers  Association  Alarmed  at  Absorption  of  Funds 

By  No-Tax  Bonds 


Resolved,  that  the  Administrative  Commit- 
tee of  the  American  Bankers  Association  note 
with  alarm  the  absorption  of  funds  available 
for  long-term  investment  by  local  improve- 
moit,  general,  munidpal,  and  other  tax- 
eicempt  seemities^^-aBa  we  lier^y  dls^H 


prove  of  any  new  National  legislation  look- 
in<r  to  the  issue  of  additional  tax-«ttnpt 

securities. 

— Th»  Am^rieam  Bankers  Association. 

Adopted  Nov.  21,  1919. 
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TAX  EXEMPTION  IS  LETTING  BIG  INCOMES  OUT 


Most  Big  Incmies  Som  Tax-Frae 


There  seems  to  be  no  agreement  on  the 
amount  of  nmnidpal,  school  and  other  bonds 
iiiat  have  been  sold  on  state  authority,  and 
therefore  are  not  taxable  by  the  national 
government.  The  lowest  estimate  is  $10,000,- 
000,000,  while  wholly  and  partially  tax-free 
securities  have  been  put  as  high  as  $31,000,- 
000,000.  This  nuich  is  certain,  last  year  the 
sale  of  these  tax  free  bonds  amounted  to 
$1,000,000,000.  That  som  Is  named  bi  the 
report  of  the  hoiule  wa^  and  means  eonunil- 
tee. 

Our  forefathers  were  so  fearful  that  tne 
national  government  mifjht  usurp  their  liber- 
ties, and  were  so  sure  that  the  way  of  prog- 
ress lay  in  making  the  states  practically 
supreme  in  everything  that  they  permitted  no 
power  to  belong  to  the  nati<mal  government 
that  was  not  dearly  ddegated  in  the  con- 
stitution, while  all  the  powers  not  so  dele- 

gated  to  the  national  government  were  to 
elong  to  the  states  without  any  questifm. 
Inasmudi  as  it  was  not  specifically  granted 
to  the  national  government  to  tax  bonds  is- 
sued under  state  authority,  for  all  these 
years  such  bonds  have  paid  no  part  of  tile 
national  revraues. 

ITie  argument  in  their  favor  in  the  past 
has  been  that  they  brought  very  cheap  money 


to  the  saceor  of  needy  school  districts, 
drainage  districts,  and  the  like.    It  is  the 

common  experience  that  our  municipal  and 
school  bonds  have  sold  at  the  lowest  rates, 
and  we  have  been  able  to  have  fine  improve- 
moits  at  the  lowest  possible  cost.  So  long 
as  our  national  needs  were  met  sufficiently 
from  other  sources  of  revenue  there  was 
something  to  be  said  in  favor  of  this  cheap 
nKHiey  for  local  improvements.  But  sudden- 
ly the  war  has  put  our  national  expenses 
very  high,  and  the  tax  on  incomes  and  profits 
has  become  so  nmch  of  a  burden  that  tax-free 
securtffes  have  become  a  haven  of  refuge  fcr 
big  fortunes  which  are  now  escaping  any 
share  in  the  war  costs. 

That  this  amendment  should  be  snbndtted 
and  ratified  nobody  can  question,  as  matters 
are  now.  Whatever  may  have  been  the  argu- 
ment, before  taxes  on  incomes  ran  so  high, 
there  is  no  argument  now  when  the  great 
incomes  are  taking  i^idter  and  escaping  en- 
tirely. A  few  years  more  of  tax-free  secu- 
rities, issued  at  tlie  rate  of  a  billion  a  year, 
will  practically  relieve  the  larger  incomes 
fran  any  part  of  the  war  burden,  and  throw 
it  all  back  onto  prodactive  bofobiess  and  the 
consumer. 

—^Des  Moines  (Iowa)  Renter, 


Pec^e  Cheat  Themaelyes 


Driving  money  into  tax-exempt  securities 
drives  it  out  of  industrial  enterprise.  What 
is  the  inevital>le  consequence?  Business  suf- 
fers, industry  suffers,  commerce  suffers,  ev- 
erybody suffers. 

The  president  of  the  University  of  Illinois, 
sjieaking  before  the  St.  Louis  Chamber  of 
Commerce  the  other  day,  put  it  into  a  nut- 


shell when  he  said  ^Hoo  many  people  think 

they  are  gainin^r  when  they  levy  Federal 
taxes,  supposing  that  someone  else  pays  the 
tax  when,  as  a  matter  of  fact,  they  are 
cheating  themselves."  Excanpt  certain  se- 
curities and  the  difference  must  be  made  up 
in  additional  taxes. 

— St.  Louis  (Mo.)  Times. 


Tax-Free  Bmids  Lead 

The  collective  intelligence  of  a  people  is 
below  ttwB  standard  in  business  sense  of  the 
successful  business  men  of  the  country.  A 
good  l)usiness  man  does  not  borrow  money 
because  he  finds  it  easy  to  borrow,  but  be- 
cause of  a  reasonable  certwnty  that  a  profit 
can  be  made  by  its  use,  and,  under  usual 
circumstances,  he  never  borrows  for  the  pur- 
pose of  purchasing  luxuries.  Community  in- 
telUgoiee  is  prone  to  borrow  because  it  is 
easy  and  quite  ready  to  acquire  necessary 
luxuries  with  the  proceeds  of  community  in- 
debtedness. This  tendency  is  suflSciently 
strong  to  accomplish  all  j^roper  public  im- 
provements. The  additional  incentive  of  tax- 
free  bonds  will  surely  lead  to  gross  extrav- 
agance in  public  expenditures  and  place  un- 
due llnandal  burdens  up<m  munkipalities  In 


to  Gross  Extravagance 

the  future.  Capital  will  naturally  seek  tlie 
haven  of  tax-free  investment  rather  than  the 
more  harassing  field  of  business  venture  in 
which  profits  if  gained  are  liable  to  heavy 
tax  by  the  government.  Tax-exempt  secu- 
rities, therefore,  first,  limit  the  fund  available 
for  constructive  business  enterprises;  second, 
force  business  to  bear  too  large  a  part  of 
the  burden  of  pubUc  expense;  and  third  in- 
duce extravagance  In  puldic  exp^ditures. 

It  will  be  well  for  the  nation  if  all  profits 
are  made  to  bear  their  proportionate  share 
of  the  public  burden  and  that  every  induce- 
ment to  investment  in  non-profit  enterprises 
and  the  creation  of  tax-free  securities  shaQ 
be  quickly  abrogated. 

—Kamas  C<«y  (Mo,)  JommaL 
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WILL  UNCLE  SA.M  MAKE  THE  BIG  FELLOW  WALK  TOO? 


GaSOO  IN  AStMTA  GoNBTmJTlOlf 
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TAX  EXEMPTS  PLACE  UNEQUAL  TAX  BURDEN  ON  THE  FARMER 


Other  Sources  of  Revenue  Drying  Up 
Tax-Free  Bonds  Menace  Nation 


Hearings  before  the  House  Ways  ana 
Means  Coniniittee  on  the  constitutional 
amendment  proposed  by  Representative  Mc- 
Fadden  to  make  State  and  municipal  bonds 
subject  to  taxation  have  closed.  The  hear- 
ings were  attended  by  farmers,  bankers,  la- 
bor repres^tatives,  represmtatives  of  pub- 
lic utilities,  treasury  officials  and  others.  It 
appeared  to  be  ahnost  the  unanimous  opin- 
ion that  future  issues  of  such  securities  must 
be  subject  to  taxation.  Otherwise  M  Fed- 
eral sources  of  revenue  will  dry  up,  business 
and  industry  will  suffer  acutely  and  practi- 
cally the  entire  burden  of  public  taxation  will 
be  shifted  to  incomes  from  labor  and  to  real 
;  estate. 

New  tax  exempt  securities  in  the  sum  #1 
$1^00,000,000  were  issued  in  1921. 


It  is  inevitable  that  if  the  issuance  of  tax- 
free  securities  by  States,  counties  and  munic- 
ipalities continues  the  Congress  must  be- 
gin to  levy  taxes  upon  occupations  and  upon 
the  consumptioii  of  necessities,  such  as  a  tax 
on  coffee,  sugar  and  salt,  in  order  to  obtain 
enough  revenue  to  meet  the  legitimate  re- 
quirements of  the  United  States  Government. 
.  Practically  every  farm  organization  was 
represented  at  the  hearing  and  without  any 
exception,  they  wmt  on  record  in  favor  of 
stopping  the  issuance  of  tax-exempt  secur- 
ities. The  recent  farm  conference  also  went 
on  record  against  further  exemption  of  in- 
come from  securities  issued  hf  States  and 
municipaUties. 

— St.  LouU  {Mo.)  Times. 


Safety  Factor  in  PaUic 


As  it  becomes  increasiiigly  difficult  for 

private  industry  to  finance  itself  due  to  the 
vast  amounts  of  money  that  are  being  ab- 
sorbed by  tax-exempt  bonds  of  the  govern- 
mont,  states,  counties  and  dties,  puUic  dcK 
mand  is  more  insistent  that  the  tax-exemp- 
tion ]>riviletre  be  repealed. 

Not  only  does  industry  suifer  but  the  gov- 
ernment is  losing  minimis  in  taxes  wnidi 
should  be  paid  on  income  deprived  fxom  sodi 

bonds. 

What  justice  is  there  in  a  wealthy  man 


buying  $100,000  worth  of  tax-exempt  b<mds 

and  thus  escape  all  taxes  from  the  income 
he  receives,  when  the  man  who  puts  $100,000 
into  an  industry  which  employs  many  people 
and  involves  large  risks,  must  pay  every 
known  form  of  taxation  that  can  be  invented. 

Government  securities  are  the  safest  in 
tiie  world  and  this  fact  alone  is  sufficient  in- 
ducemfflit  for  capital  to  invest,  without  re- 
moving all  tax  features  to  the  great  detri- 
ment of  the  government  and  industry. 

--Redlands  (Cal.)  Facts, 


Honorable  R.  C.  I.effingwell,  former  Assis- 
tant Secretary  of  the  Treasury,  in  testifying 
before  a  congressional  committee,  said: — 

"I  tlunk  that  the  cost  to  the  state  and  the 
municipalities  is  increased  rather  than  di- 
minished by  tax  exemption.  I  think  that  the 
reason  for  that  is  to  be  found  in  the  hidden 
factor  of  the  surrendered  revenue.  Now, 
anyone  who  looks  at  it  from  tlie  standpoint 
of  the  treasury,  whether  federal,  state  or 
nmnicij)al,  if  he  wants  to  be  honest  with  him- 
self, must  at  once  concede  that  there  is  no 
real  difference  between  money  paid  out  of 
the  treaMirv  and  money  to  which  the  treasury 
is  entitled,  but  which  it  foregoes. 

"Before  the  war  tlie  tax  exemption  was  of 
neglifril)le  value,  because  it  carried  exemp- 
tion from  local  taxes  and  nobody  paid  any- 
Wa\,  antl  there  were  not  any  federal  taxes 
to  speak  of.  As  a  result  of  the  war  it  ac- 
quind  a  wholly  artificial  market  valuation. 

"While  there  is  obviously  goinir  to  be  some 
nominal  ditference  between  the  interest  rates, 
I  think  the  tendency  is  to  exaggerate  that 
noininal  difference,  and  to  my  mind  actual 
saving  never  exists  at  all,  berause  the  addi- 
tion of  the  money  withheld  from  the  Public 
Treasuiy  because  of  tax  exemption  to  the 


Reduces  PiiUie  Revenue 

money  paid  in  interest  will  bring  you  a  total 

cost  greater  in  the  case  of  tax-exempt  bonds 
tiian  in  the  case  of  a  taxable  bond. 

"Tlie  point  I  am  trying  to  make  as  to  the 
ilscal  problem  is  this,  that  it  is  a  very  dan- 
gerous  thing  in  these  days  when,  if  you  are 
not  fighting  wars,  you  are  building  roads, 
building  public  buildings,  opening  up  rivers 
and  harliors,  paying  pensions  and  paying 
bonuses,  when  public  debts  are  mounting  l)y 
leaps  and  bounds — it  is  a  very  reckless  thing 
for  an}-  government,  federal,  state  or  mimi- 
cipal,  to  issue  bonds  which  deny  that  govern^ 
ment  the  power      levy  taxes  to  pay  them. 

"I  think  the  danger  is  tliat  both  tiie  state 
and  the  municipal  governments  in  this  coun- 
try are  tending  to  reach,  more  rapidly  than 
the  federal  government,  the  limit  of  their 
taxable  resources.  We  have  some  very  pain- 
ful illustrations  of  municipalities  particularly 
which  are  borrowing  money  on  a  basis  of 
overassessment  of  the  vahies  of  their  prop- 
erties. 1  do  not  think  tliat  the  margin  of 
safety  is  as  great  for  many  of  our  state  and 
municipal  governments  as  it  is  for  the  govern- 
ment of  the  United  States  which,  notwith- 
standing the  Great  War,  has  a  debt  that  is 
small  in  relation  to  its  resources." 
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HE  MADE  HIM  FAT  BY  VOTING  TAX-FREE  BONDS 


ComfAH  IN  N.  Y.  Evening  Joubkai. 


Naturally  men  prefer  those  EXEMPT 
bonds,  paying  no  income  tax,  or  other  tax, 
bearing  no  risk,  to  ANY  investment  in  indus- 
try. No  wonder  an  expert  teUs  you  "More 
money  is  invested  in  tax-exempt  securities 
than  in  the  nation's  business." 

That  explains  why  so  many  factories  are 
dosed — so  many  men  oat  of  work  in  America. 


Wliv  should  a  man  risk  his  capital  hiring 
men  in  industry,  to  make  10  or  15  per  cent 
profit,  and  give  half  or  three-quarters  of  it 
back  to  the  government  in  income  tax— when 
he  can  buy  ]>erfectly  safe  bonds,  draw  his  5 
or  6  per  cent  until  the  tax  storm  blows  over 
and  pay  the  government  NOT  ONE  CENT? 

— Chicago  AmeHean, 


[27] 


TAX  EXEMPTION  ARRESTS  LAND  DEVELOPMENT 


—Making  Earnest  Fight  ta  Lawer  Tax  Burden 


President  Deeply  Concerned 

The  deep  concern  that  President  Harding 

is  showing  for  the  national  budget  and  the 
reforming  of  our  taxing  laws  to  make  them 
conform  to  more  sound  economics  and  at  the 
same  time  to  meet  the  budget,  indicates 
clearly  tliat  as  President,  Mr.  Harding  has 
a  clearer  vision  than  he  had  as  senator,  and 
that  he  feels  the  responsibility  of  his  posi- 
tion with  more  ke^mess  than  the  average 
United  States  senator.  He  is  making  an 
earnest  fight  for  a  lowering  of  the  tax  bur- 
den and  he  is  not  blind  to  the  fact  that  some 
lar§fc  interests  are  at  work  to  shift  the  bur- 
den to  the  shoulders  of  the  masses. 

The  tax  problem  from  the  federal  govern- 
ment down  to  city  government  is  a  serious 
probtem,  and  tiie  man  who  faUs  to  see  this 


is  blind  to  conditions.  Tliere  is  a  limit  to 
which  the  taxing  powers  may  go  without 
breaking  down  under  their  own  weight. 
President  Harding  is  of  the  coiriinon  peo- 
ple and  sees  that  the  limit  has  been  reached 
and  that  some  retrenchments  must  talcc  place 
all  along  the  line  if  this  nation  is  to  be  saved 
from  a  serious  revolt  on  the  part  of  tax 
payers, 

The  readiness  with  which  untaxable  seeup* 

ities  sell  and  the  tardiness  with  which  agri- 
cultural lands  are  selling  tells  the  story. 
And  the  fact  that  an  effort  is  being  made  by 
congress  to  find  a  way  of  taxing  national 
state  and  municipal  bonds  would  indicate 
that  the  danger  is  plain  to  that  body. 

^Orlando  {Fla.)  Star, 


Tax  Payers  WiU  Have  to  Make  up  Deficit  Caused  by  All  Tax-Free  Bonds 

Farm  Losm  Bonds  in  This  Class 


Federal  Farm  Loan  bonds  drawing  5  per 
cent  interest  are  offered  for  sale  at  a  prem- 
ium of  $23,75  on  a  $1,000  bond. 

The  income  from  these  bonds  is  exempt 
fn»m  taxation,  Thirt  is  why  th^  are  worth 
a  premium. 

Eventually  some  of  this  premium  will  find 
its  way  back  to  borrowers  in  tlie  form  of  div- 
idends from  the  local  land  banks  they  are 
required  to  join  before  borrowing. 

For  farm  borrowers  tliis  premium  is  de- 
sirable. For  urban  dwellers  it  is  not.  Tax- 
payers are  paying  what  araouate  to  a  sub- 
sidy on  farm  loans. 

Traced  through  the  intrfoades  of  our 
filttmcial  system,  the  burden  to  all  taxpayers 
arises  from  the  tax-free  features  of  the  Farm 
Loan  bonds.    The  premium  is  the  bonus  in- 


vestors pay  for  exemption  from  tlie  income 
tax.  The  $75,000,000  worth  of  bonds  in  the 
present  issue  will  yield  $3,750,000  annual  in- 
terest It  wiU  be  tax-free.  The  Government 
is  likely  to  lose  approximately  $1,000,000  in 
taxes  each  year  as  the  result  of  the  deal. 
Investors  in  those  bonds  will  not  pay  the 
tax,  so  those  who  do  pay  taxes  will  have  to 
make  up  the  deficit. 

The  same  reasoning  applies  to  approxi- 
mately $25,000,000,000  in  Government  b<Mids^ 
also  tax-free. 

In  all  fairness,  farmers  should  bear  their 
own  interest  charges.  The  Federal  Land 
Bank  idea  is  good,  but  the  subsidy  feature 
Rowing  out  of  income  tax  exemption  is  un- 
fair to  taxpayers. 

--New  Yark  World. 


Deckm  Farm  Tax  Bates  Most  Have  lamit 


Dedarfaig  that  there  must  be  a  limit  in 
ttie  tax  rate  on  farms,  homes  and  business 
properties,  I..  J.  Taber,  State  Director  of 
Agriculture,  speaking  before  the  Ohio  Tax 
Assoeiaticm  at  Columbus,  insisted  that  with- 
out maaey  so  invested  tiiere  can  be  no  busi- 
ness Jlie  and  pto^tw  m  the  State.  Mr. 


Davis,  who  was  unable  to  be  present,  pointed 
out  the  danger  of  **fn»en  weid^"  hi  tax 
free  securities  to  which  investors  are  taking 
to  escape  oppressive  taxes,  asserting  that  it 
is  absolutely  robbing  the  State  of  money  with 
widdi  to  eondnct  its  badness. 


Every  Dolfaa*  ShooM  Contribute  to  SiqqHirt  af  Govemmait  and  Country 


There  should  be  no  tax-exempt  securities. 

Every  dollar  should  be  compelled  to  contri- 
bute its  prorate  share  toward  the  support 
of  the  government  and  Uic  nplmildkig  of  the 
country'.  There  should  be  no  favoritiBm  as 
between  legitimate  investments,  so  far  as  tiie 

principle  of  taxation  is  ccNDoeimd. 
* 


So  long  as  there  is  a  bomb-proof  tax- 
exempt  cellar  in  which  capital  may  hide  away 
from  the  tax  gatherer,  the  bniden  of  main- 
taining the  government  and  of  provid-ng 
adequate  public  utility  facilities  for  the 
masses  will  not  be  justly  and  equitably  dis- 
tributed ttiDong  the  people. 
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LOOK  WHO'S  EATING  YOUR  CHILD  S  CAKE 


SEVegALgEfcSONS  m  THE  UTILE  BOi  Allium  OFTHE  VSlE  LMteS  SO  TUIN  AND  WHi 


Ding  in  Dbs  Moinbs  BBemwm 


The  Resolt  <»f  bidnlgeiice— Time  to  CaU  a  Halt  Right  Now 
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RAPID  INCREASE  IN  CITY  EXPENSES 


Holders  of  nmnicipal  bonds  cannot  be  unconcerned  with  either  the  extravagance 
of  die  politicians  who  constitute  dty  governments^  or  the  McFadden  tax  ataendr 
ment,  which  is  designed  in  part  to  curb  this  extravagance.  Many  inquiries  are 
made  as  to  whether  the  atravagance  is  an  actual  fact,  and  how  it  is  likely  to 
influence  the  future  prices  and  position  of  municipal  b<m^.  Until  very  lately  Uiese 
questions  have  been  unanswerable  for  lack  of  data.  Now,  however,  the  1921  reports 
of  the  revenues  and  expenses  of  quite  a  number  of  representative  cities  are  avails 
able.   These  leave  no  doubt  as  to  the  reality  of  the  extraTdgance: 

Governmental  Cost  Per  Capita 

Gty                                   Year  1915  1918  1921 

Bridgreport,  Qmn.   Mar.  31  $23.90  $42.30  $52.54 

Grand  Rapids,  Mich,    Mar.  31  26.83  26.34  41.fiT 

Des  Moines,  Iowa   Mar.  31  22.22  8T.12  52.97 

Heading,  Pa  Jan.  3  17.33*  18.70  ia7ft 

Springfield,  111  Feb.  28  12.54  13.43  22.95 

Chester,  Pa  Jan.  3  11.73*  12.82  21.66 

Davenport,  Iowa   Mar.  31  23.43  29.19  36.16 

Berkeley,  Cal.   June  30  40.49  26.38  48.88 

Wheeling,  W.  Va.   June  30  17.81  18.51  41.19" 

Lancaster,  Pa  ,  May  31  12.27  14.24  16.77 

Huntington,  W.  Va.  June  30  33.05  18.63  26,76' 

Fresno,  CaL   June  30  39.19  34.14  71.06. 

Pasadena,  Cal  June  30  48.88  42.64  73.57 

Bay  City,  Mich,   June  30  16.96  21.60  49.38:  ' 

New  Castle,  Pa  Jan.  3  13.14*  18.26  20.68 

Galveston,  Texas   June  30  88.19  32.48  33.85. 

Montgomery,  Ala.   June  80  17.69  17.65  35.27 

MooDt  VeriMNi,      Y.   Apr.  80  87.02  82.91  68JQ> 

AVERAGE    935.08       $25.12  $89.79 

*  means  1914 

These  cities  were  not  selected,  but  were  taken  at  random  from  Census  Bureau  bulletins.. 
Hence  the  presumption  is  that  the  municipalities  of  the  I'nited  States  as  a  whole  will,  when 
the  figures  become  available,  show  like  results.  In  the  short  space  of  three  years  the  cost  of 
municipal  government,  including  both  running  expenses  and  outlays  for  improvements,  in- 
creased in  these  ogfat^  cities  from  an  average  of  $26.12  per  capita  to  $89.79.  The  increase 
was  nearly  60  per  cent.,  and  quite  outdlaaBes  any  previous  era  of  cxtravagrance  in  the  whole 
history  of  American  municipalities.  — MQody'9  Investors  Service,  June  15, 19^ 


Growing  Issues  of  State  and  Municipal  Bonds 

The  Daily  Bond  Buyer,  a  reliable  authority,  reports  the  annual  issue  of  tax  exempt  state 
and  municipal  obligations  during  Lhe  last  ten  years  as  follows: 


1912   ,   .?399,04.6,083 

1913...   408,477,702 

1914  •  • .  *   446,905,510 

1915   492,590,441 

191(i   497,403,751 


1917    ^44,932,848 

1918   262,818,844 

1919   770,195,248 

1920   773,663,986 

1921   1,305,868^16 


The  issue  of  state  and  municipal  bonds  in  1921  was  nearly  five  times  that  of  1918.  The 
grand  total  for  the  months  from  January  to  June  inclusive,  1922,  is  $713,070,097,  which 
compares  with  $508,092,311  for  the  first  half  of  1921  and  with  $348,981,991  for  the  first 
half  of  1920.  before  1919,  the  total  annual  issue  never  reached  $500,000,000.00,  but  experts 
now  estimate  tiiat  the  annual  issue  will  soon  be  |2,00(MW^Q00.00  or  more  if  the  Constttatkm  is 
not  amended. 

Moody's  Investors  Service  states  that  the  gross  debt  of  14t6  cities  of  the  United  States 
has  incre^  fimn  91,959,l^»99S.0O  Sn  1909  to  $5^,100^.00  in  1922.  One  third  of  tiiis 
increase  was  made  in  the  first  nine  years  of  the  tUrteen  year  period  and  nearfy  two-thirds 

was  added  in  the  last  short  space  of  four  years. 

With  these  facts  at  hand,  showinc;  tlie  property  that  evades  taxation,  it  is  easy  to  under-"-, 
stand  why  bn^ess  is  dull  and  w  hy  taxes  are  high  on  business  and  lodnstry. 

[30] 


McFADDEN  PIONEER  AGAINST  TAX  EXEMPTION 


P.&  A.  PHOTO 


HONORABLE  L.  T.  McFADDEN 

He  is  recognized  as  a  national  leader  in  the  movement  to 
aboGrti  tax-free  bonds  and  has  made  many  addresses  on 
texatiaa  hi  Crnigw  md  before  aatSonal  ocmwiatifw. 


Says  Consumer  Real  Taxpayer 

In  a  speech  in  Congress  Mr.  McFaddoi 
said,  "The  real  taa^yer  is  tiie  ocMisnnier. 
Everything  he  eats,  wears,  or  uses  is  made 

higher  priced  by  Uie  increased  taxes  paid  by 
merchants  and  manufacturers  when  thev  are 
compelled  to  carry  the  tax  burdens  evaded 
by  owners  of  tax-free  bonds.  The  man  and 
woman  who  consume  all  of  their  incomes 
every  year  pay  higher  proportionate  indirect 
consumption  tax  than  those  who  have  larjrer 
incomes  ynd  are  thus  enabled  to  saxe  pait/' 
The  pioneer  ajrainst  tax  exemption  in  the 
House  of  Representatives  is  Hon.  L.  T. 
McFadden  of  Pennsylvania,  Chairman  of  the 
Cwmnittee  on  Banldng  and  Currency.  He 
introduced  sevend  resolutions  to  amend  the 
Constitntion  to  pemdt  Federal  taxation  of 
future  issues  of  bonds  now  tax  exempt. 

Hie  resolution  favorably  reported,  text  of 
whidi  is  printed  on  the  back  cover  of  this 
punphlet,  is  the  outgrowth  of  tlie  MeFadden 
resolutions. 


Large  Majority  Supports  Congress- 
man Green  Against  Tax-Free  Bonds 

Ways  and  Means  Committee  in  recommend- 
ing Green  resolution  say; 

"A  system  that  will  permit  one  man  to 
have  exempt  from  taxation  an  income  of 
$25,000  a  year  from  securities  which,  possi- 
bly, he  obtained  by  descent  or  devise,  and 
which  taxes  heavily  another  man  who,  by  his 
personal  exertions,  earns  the  same  sum,  is 
unfair  and  unjust,  and  when  great  estates 
largely  consist  of  tax-free  securities  winch 
pay  no  tax  whatever  the  situation  affords 
an  opportunity  for  those  who  seek  to  attack 
our  institutions." 

Cong^ressman  Green,  as  ranldng  member, 
was  ably  supported  by  a  large  majority  of 
the  committee  favoring  the  resolution,  of 
which  exact  text  appears  on  the  last  page 
of  the  cover  of  this  pamphlet. 

It  is  expected  that  the  House  of  Repre- 
sentatives will  soon  endorse  the  action  of  the 
committee  and  refer  the  resolution  to  the 
Senate. 


CONGRESSMAN  W.R.GRBENOF  IOWA 

Jud^se  Crreen,  able  hmyer  and  economist,  will  beoone 

Chairman  of  Ways  and  Means  Committee  in  the  next 
Congress,  as  thepresent  chairman,  Mr.  Fordney ,  is  to  retire. 


[SI] 


INTENTIONAL  SECOND  EXPOSURE 


RAPID  INCREASE  IN  CITY  EXPENSES 


Holders  of  municipal  bonds  cannot  be  unconcerned  with  either  the  exiravi^ance 
of  the  politicians  who  constitute  city  governments,  or  the  McFadden  tax  amend- 
ment, which  is  designed  in  part  to  curb  this  extravagance.  Many  inquiries  are 
made  as  to  whether  the  extravagance  is  an  actual  fact,  and  how  it  is  likely  to 
influence  the  future  prices  and  position  of  municipal  bonds.  Until  very  lately  these 
questions  lia\  e  hvvn  unanswerable  for  lack  of  data.  Nom',  however,  the  1921  reports 
of  the  rt'\ciiut  s  and  ex]>enscs  of  (piite  a  number  of  representative  cities  are  avail* 
able.    These  leave  no  doubt  as  to  the  reality  of  the  extravagance: 

Gevemmental  Cost  Per  Capita 


City 

Year 

1915 

1918 

1921 

31 

$22.90 

$42.30 

$52.54 

SI 

26.8S 

2G.34 

41.57 

ai 

22.22 

37.12 

52.97 

3 

IT^* 

13.70 

18.78 

28 

12.54 

13.48 

22-95 

8 

n.73* 

12.82 

21.5fi 

31 

23.^3 

29.19 

3(i.l6 

30 

40.49 

26.38 

48.88 

30 

17.81 

18.51 

41.1& 

I^ancaster,  Pa  

■  .&{a^ 

.SI 

12.27 

14.24 

16.77 

SO 

33.05 

18.03 

26.76 

30 

39.19 

34.14 

T1.06. 

30 

48.88 

42.64 

7a57 

30 

15.<)(i 

21.50 

49.38 

New  Castle,  Pa.   

3 

13.14* 

18.2(i 

20.68 

30 

38.19 

32.48 

33.85. 

30 

17.59 

17.65 

35.27 

30 

37.02 

32.91 

53.dO 

AVERAGE   

$25.12 

$39.79 

*  means  1914 

Tlu'sf  ritit's  were  not  st'U-cted, 

Imt  were  taken  ; 

it  r; 

mdoin  front 

Census  Bure 

au  bulletins. 

Hence  the  presumption  is  that  the  municipalities  of  the  United  States  as  a  whole  will,  when 
the  figures  become  available,  show  like  results.  In  the  short  space  of  three  years  the  cost  of 
mmilcipal  ^vemment,  including  both  runnhig  expenses  and  outlays  for  improvements,  in- 
creased in  tliese  eifrhteen  cities  from  an  average  of  S25.12  per  capita  to  $39.79.  The  increase 
was  nearly  (>()  ju-r  cent.,  and  (]iiite  outclasses  any  i)revious  era  of  extravagance  in  the  whole 
history  of  American  iiumicipalities.  — Moody's  Investors  Service,  June  15,  1922, 


Growing  Issues  of  State  and  Municipal  Bonds 

The  Daily  Bond  Buyer,  a  relial)lf  aiithority,  rejxirts  the  annual  issue  of  tax  exempt  state 
and   municipal  ohiigations  durin^r  llu-  last  ten  years  as  follows: 

1912   $399,016,083  1917    $444,932,848 

1913    408,477,702  1918    262,818,^44 

1914  ,   445,905,510  1919   770,195,248 

1915   492,590,441  1920   773,663,986 

UUli   497,403,751  1921   I,305,8(i8,916 

Tlie  issue  of  state  and  niunici])al  bonds  in  1921  was  nearly  five  times  that  of  1918.  Tiie 
grand  total  for  the  montlis  from  .January  to  June  inclusive,  1922,  is  $718,070,097,  which 
compares  with  $608,092^11  for  the  first  half  of  1921  and  with  $348,981,991  for  the  first 
half  of  1920.  Before  1919,  the  total  annual  issue  never  reached  $500,000,000.00,  l)ut  experts 
now  estimate  that  the  annual  issue  will  soon  be  $2,000^00,000.00  or  more  if  the  Constitution  is 
not  amended. 

Moody's  In%'estors  Service  states  that  the  gross  debt  of  146  cities  of  the  United  States 
has  increased  from  $1,959,10*2,993.00  in  1909  to  85,(>8S,100,000.00  in  1022.  One  third  of  this 
increase  was  made  in  the  first  nine  years  of  tlie  thirteen  year  period  and  nearly  two-thirds 
was  addtd  in  the  last  short  space  of  four  years. 

With  these  facts  at  hand,  showing  the  i>roperty  that  evades  taxation,  it  is  easy  to  under^ 
stand  why  bu»ness  is  dull  and  why  taxes  are  high  on  business  and  industry. 
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McFADDEN  PIONEER  AGAINST  TAX  EXEMPTION 


P.&  A.  PHOTO 


HOXOKAHLE  L.  T.  McFADDEX 
Heia  recognized  as  a  national  leader  in  t  he  moveinenl  to 
abolish  tax-free  bonds  and  has  made  many  addfeoses  on 
fyntiott  in  Congreas  and  before  naUooa!  oqsantzations. 


Large  Majority  Supports  Congress- 
man Green  Against  Tax-Free  Bonds 

Ways  and  Means  Coniniittee  in  recommend- 
ing Green  resolution  say: 

"A  system  that  will  permit  one  man  to 
ha\e  exempt  f nmi  taxation  an  iiieome  of 
$25,000  a  year  from  securities  which,  possi- 
bly, he  obtained  by  descent  or  devise,  and 
which  taxes  heavily  another  man  who,  by  his 
personal  exertions,  earns  the  same  aim,  is 
unfair  and  unjust,  and  when  great  estates 
largely  oon^t  of  tax-free  securities  which 
pay  no  tax  whatever  the  situation  aiflfoids 
an  opportunity  for  those  who  sedc  to  attack 
our  institutions." 

Congressman  Green,  as  ranking  member, 
Wfis  ably  sup]>orted  by  a  large  majority  of 
the  eonnnittee  favoring  the  resolution,  of 
which  exact  text  appears  on  the  last  page 
of  the  cover  of  tliis  panj])hlet. 

It  is  expected  that  tlie  House  of  Uepre- 
sentatives  will  soon  endorse  the  action  of  the 
committee  and  refer  the  resolution  to  the 
Senate. 


Says  Consiuner  Real  Taxpayer 

In  a  speech  in  Congress  Mr.  McFadden 
said,  "The  real  taxpayer  is  the  consumer. 
P^verything  he  eats,  wears,  or  uses  is  made 
liigher  priced  by  tiie  increased  ta\<  s  paid  bv 
mereiiaiits  and  nwinufacturers  when  the\  are 
compelled  to  carry  the  tax  burdens  <  \  aded 
by  owners  of  tax-free  bonds.  The  man  and 
woman  who  consume  all  of  their  incomes 
every  year  pay  liigher  proportionate  indirect 
consumption  tax  than  those  who  have  larger 
incomes  and  are  thus  enabled  to  save  part." 

The  pioneer  against  tax  exemption  in  the 
House  of  Representatives  is  Hon.  L.  T. 
McFaddm  of  Pennsylvania,  Chairman  of  the 
Committee  on  Banking  and  Currency.  He 
Introduced  several  resolutions  to  amend  the 
C(mstituti(>n  to  permit  Federal  taxatira  of 
future  issues  of  bonds  now  tax  exempt. 

The  resolution  favorably  reported,  text  of 
which  is  printed  on  the  back  cover  of  this 
pamphlet,  is  the  outgrowth  of  tlie  McFadden 
resoluticms. 


P.ft  A.PSIVTO 


CONGRESSMAN  W.R.GREEN  OP  IOWA 

Jud^'e  Green,  alile  lawyer  and  ei-onninist .  will  iM'Cdine 
Chuirmait  ut'  W  uys  uiid  Meuiis  Comtuiilce  in  thu  next 
Congress,  as  thepreaeotdiBinnaii,  Mr.  Fordney ,  is  to  retire. 
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THEY  DEMAND  ISSUE  OF  NON-TAXABLE  SECURITIES  CEASE 


Canada  Taxes  Bonds 


President  K.  N.  Robins,  of  the  Farm 
Mortgage  Bankers  Association  of  America, 
before  Ways  and  Means  Committee: 

"The  chief  economic  fallacy  in  tax  exemp- 
tion is  in  the  belief  that  it  saves  something — 
that  is  confers  a  benefit  on  the  community 
or  taxpayer.  On  the  contrary,  there  is  good 
basis  for  believing  that  with  tax  exemption 
eliminatefl.  the  Governments  could  borrow 
at  approximately  the  same  interest  rates  as 
at  present.  The  experience  of  Canada,  where 
there  is  practically  no  tax  exemption,  shows 
that  })ublic  securities  enjoy  a  preferred  posi- 
tion in  tiie  investment  market  corresponding 
to  the  position  of  state  and  munidpid  bonds 
in  our  own  market.  Canadian  provincial 
and  city  bonds  command  a  rate  of  interest 
from  one-half  of  one  per  cent  to  one  and  one- 
half  per  cent  lower  than  utility,  industrial 
and  mortgage  securities.  The  same  was  true 
of  our  federal,  state  and  municipal  bonds 
b^ore  the  graduated  income  taxes  made  tax 


exemption  a  much  sought  for  factor  in  United 
States  investments, 

^But  even  granting  that  the  elimination  of 
tax  exemption  would  raise  the  interest  rate 
even  as  much  as  <me-half  of  one  per  cent — a 
liberal  allowance — that  would  be  a  saving  in 
interest  of  only  $5,000,000  per  annum  on 
every  billion  dollars  oatstuiding  of  tax-ex- 
empt bonds,  whereas  the  loss  in  federal  in- 
come tax  alone,  owing  to  the  tax-free  status 
of  that  same  billion  dollars  of  bonds  at  an 
average  interest  rate  of  5  per  cent,  would 
amount  to  $25,000,000  if  the  bonds  were  in 
the  hands  of  investors  paying  surtaxes  aver- 
aging 50  per  cent.  In  other  words,  tax  ex- 
emption under  those  conditions — a  fair  as- 
sumption— costs  five  times  what  it  is  worth  I 
Ana  that  five  times  is  paid  by  the  poor  man 
in  every  state  and  city.  State  rights  are 
not  saving  him  now — they  are  not  a  valid 
argument  against  the  only  remedy  that  is 
offered." 


Higher  Street  Car  Fares — Gas  and  Electricity 


••Public  utilities  must  pay  lii^r  interest 
rates  on  their  bonds  l>ecause  of  competition 
with  tax-exempt  bonds,"  said  P.  H.  Gadsden 
of  I%iladelphia,  at  a  hearing  of  tlie  Ways 
and  Means  CVmtmittee. 

Answering  Congressman  Frear,  Mr.  Gads- 
den declared  that  the  coosamers  pay  this 

extra  cost.    He  said: 

**They  pay  it  in  the  gas  rates;  they  pay 
it  in  the  street  car  rates;  they  pay  it  in 
the  electric  and  power  rates,  so  that 


it  comes  right  back  to  the  fact  that  economi- 
cally you  have  transferred  the  burden  from 
the  man  of  large  means,  thinking  that  you 
are  getting  clieap  money,  and  tlie  fellow 
who  pays  for  that  is  the  man  who  goes  back 
and  forth  twice  a  day  to  the  factory  to  work 
and  rides  on  the  street  car.  He  pays  7  cents 
instead  of  6,  or  he  pays  $1.25  for  his  gas 
instead  of  $1.23.  It  all  comes  out  in  the 
washing  and  it  is  paid  for  by  the  public  and 
is  reflected  eventualty,  it  must  be,  in  our 
rates." 


ATLANTA  GEORGIAN— This  is  an  issue 
that  will  grow  rapidly  in  the  future — ^In  tlic 
near  future,  tool 

OHIO  STATE  GRANGE,  in  resohitioa 
adopted — We  oppose  tlie  furtiier  issuance  of 
tax  exempt  bonds. 

SrCCESSFUT.  FARMING— If  by  taxa- 
tion we  force  the  rich  to  invest  their  sur- 
plus in  tax-exempt  bonds,  instead  of  rein- 
vesting it  m  business  enterprises,  then  the 
poor  must  pay  a  heavier  tax  to  make  up  the 
deficiency.  If  in  onWv  to  give  employment 
to  idle  laien,  we  increase  public  works  and 
pay  for  th^  by  tax-exempt  bonds,  we  are 
adding  to  opportunities  of  wealth  to  dodge 
taxation. 

HENRY  FORD'S  paper,  the  Dearborn  In- 
dependent— Why  should  any  class  of  private 
or  corporate  property  be  exempt  from  taxa- 
tion? Some  <me  has  to  pay.  Just  as  tlie  gen- 


eral public  had  to  make  up  revenue  lost  in 
rebates  and  free  passage,  so  the  rest  of  us 

are  forced  to  pay  a  double  share  to  make  up 
for  the  exempts  and  delinquents. 

ST.  PAUL  PIONEER  PRESS— In  the 
last  analysis  the  farmer  loses  more  than  lie 
gains  because  of  this  tax-free  covenanl  The 
securities  issued  by  the  land  banks  are  nearly 
all  absorbed  by  men  of  great  wealth  who 
thus  escape  a  large  part  of  the  income  tax 
which  otherwise  they  would  have  to  pay. 

DR.  H.  PARKER  WILLIS,  Columbia 
University,  long  associated  with  the  Federal 
Reserve  Board  and  for  years  an  economic 
adviser  of  the  administration  at  Washington 
says:  "The  tremendous  overioad  of  tax- 
exempt  Federal  and  State  securities  which 
had  resulted  from  the  war  made  it  hard  for 
legitimate  business  enterprises  to  get  proper 
access  to  credit  and  threw  nearly  all  busi- 
ness into  confusi<Hi." 


Issued  by  Farm  Mortgage  Bankers  Association  of  America 
E.  D.  Chassell,  Secretary,  112  West  Adams  St,  Chicago,  lit 
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CONGRESSIONAL  COMMITTEE 

REASONS 

FOR  THE  AMENDMENT 


mil 


Means,  w&ch  recommeDded  the  auMoidment  for  pas- 
sage found  that  the  present  systm  should  be  con* 
demned  for  the  following  reasons: 

1  A  large  portion  of  property  escapes  taxation, 
thereby  causing  great  loss  of  revenue; 

2  It  violates  the  ability  principle  of  taxation  and 
^  unfairly  discriminates  between  taxpayers; 

^  It  impedes  private  financing; 

^  It  discourages  investment  in  new  enterprises; 

It  encourages  extravagances  of  governmental 
^  agencies; 

^  It  grants  private  subsidy  to  certain  inteiests; 

y  By  withdrawing  money  from  private  enterprises, 
it  increases  the  rate  of  interest  required  for  all 
enterprises  not  carried  on  by  the  government  and 
thereby  adds  to  the  cost  of  living; 

O  It  creates  social  unrest;  and  that  the  only  practical 

"  remedy  was  by  constitutional  amendment  such  as 
is  now  proposed. 


67fH  CoNORKss,  y  HOUSE  OF  REPRESENTATIVES. 


tdSeuion, 


{ 


Repobt 
No.  96f 


THEY  DEMAND  ISSLE  OF  NON-TAXAHLE  SEC  LRITIKS  C  EASE 


Canada  Taxes  Bonds 


I'rt'-idfnt  K.  N.  lioliin^.  of  lli*'  Farm 
MtH't jia^f  liaiikt'i's  Assoriation  of  Auu'i'ii'u, 
iM-fort'  Wavs  and  Means  Coiiiniittee: 

'*The  chief  etHUHnnic  fallacv  in  tax  cMMiip- 
tioii  is  in  llu'  l»»'Ii*'f  that  it  saves  soiiieliuii^  - 
I  hat  is  cimffrs  a  iK  uetit  o\\  tlie  coniinuiiity 
or  taxpayer.  On  the  e<intrarv,  tliere  is  pMwl 
Imsis  for  Ix'Iirvinir  t  ha  I  with  ta  \  t-xctiipt  ioti 
eiiiiiinated.  thr  <.io\  erniiu-nts  eouUl  lM»rro\v 
at  approximately  the  same  interest  rates  as 
at  present,  l  lu-  t  xperieiue  of  Canada,  where 
thtTf  is  pract  ical  ly  no  tax  i-xrniption.  shows 
tlial  pui>lie  seeiirities  enji)y  a  preferred  posi- 
tion in  tlie  investment  market  corrcs|xmding 
to  the  |)os!tion  of  state  ami  municipal  l>onds 
in  our  own  market.  Canadian  provincial 
and  eity  ImmuIs  command  a  rate  of  interest 
from  one-half  of  one  per  cent  to  one  and  one- 
half  iwr  cent  lower  than  utility,  industrial 
and  mortiraire  seen rit it's.  'V\u-  s.nnt'  was  true 
of  *»ur  fetleral,  state  anil  municipal  Uoiuls 
before  tlie  gra<luat«l  income  taxes  made  tax 


<'xemption  a  much  sought  for  factor  in  L'niteil 
States  investments. 

"Bnt  even  ^rantinp  that  the  elimination  of 
tax  exemption  wonid  r.iise  the  interest  rate 
even  as  nnich  as  one-half  oi  one  per  cent  a 
liberal  allowance  tliat  would  he  a  savinji;  in 
interest  of  on!)  >;"),(HM),()()0  ]>er  annum  on 
ever\  l)illion  dtdl.irs  ontslandinL^  ()f  tax-ex- 
empt hontls,  whereas  the  hiss  in  fetleral  in- 
come tax  alone,  owinfr  to  the  tax-free  status 
of  that  same  hill  ion  dollars  of  l)onds  at  an 
averaj,"-**  interest  rate  of  ~)  per  cent,  would 
amount  t«i  S2.»,0()U,0()()  if  the  h<uuls  were  in 
the  hands  of  investors  payinjr  surtaxes  aver- 
ajrinfr  50  per  cent.  In  other  words,  tax  ex- 
emption under  tliosr  conditions  a  fair  as- 
sumption-costs live  times  what  it  is  worth'. 
And  that  five  times  is  i)aid  by  the  poor  man 
in  every  state  and  city.  State  ri^rhts  are 
not  siivinir  hiui  now- they  are  n<»t  a  valid 
arfrument  ay:ainst  the  only  renieily  that  is 
offered." 


Higher  Street  Car  Fares — Gas  and  Electricity 


"Public  utilities  must  pay  higher  interest 
rates  on  their  i)onds  heeause  of  competition 
with  tax-exempt  liomls,"  saitl  1*.  li.  (Judsden 
of  Philadelphia,  at  a  hearing  of  tlie  Ways 
and  Means  Committee. 

Answerinjr  Congressman  Frear,  Mr.  Gads- 
den declared  that  the  consumers  pay  this 
extra  cost,    lie  said  : 

"Thev  pay  it  in  the  L^as  rates;  they  pay 
it  in  the  street  car  rates;  they  pay  it  in 
the  electric  light  and  power  rates,  so  that 


it  comes  right  back  to  the  fact  that  economi- 
cal Iv  vou  have  transferred  the  hu rden  f nun 
the  man  of  large  means,  thinking  that  you 
are  frettinpr  cheap  money,  and  the  fellow 
who  |)ays  f((r  that  is  the  man  who  ^^-^ocs  liack 
and  forth  twice  a  day  to  the  factory  to  work 
and  rides  on  the  street  car.  He  pays  7  cents 
instead  of  (>,  or  he  pays  $1.25  for  liis  gas 
instead  of  Si  .2.5.  II  all  comes  unl  in  the 
washing  and  it  is  paid  for  hy  the  puhiic  and 
is  reflected  eventually,  it  must  be,  in  our 
rates." 


X'l  L AN'I  A  (iKOlUil  \N— This  is  an  issue 
that  will  gn»w  rapidly  in  the  future — in  the 
near  future,  too! 

OHIO  STATE  GUANGK,  in  resolution 
aduptiKl — We  opiM>se  the  further  issuance  of 
tax  exempt  bonds. 

SrCCESSFUI.  FAKMINC  If  by  taxa- 
tion we  force  the  ricli  to  invest  their  sur- 
plus in  tax-exen»}>t  lM>nds,  insteatl  of  rein- 
vesting it  in  business  enterprises,  then  the 
|MM»r  nuist  }>ay  a  heavier  tax  to  make  np  the 
detieiency.  li*  in  ordei-  t»t  give  i*mpIoyiucnt 
to  idh"  men,  we  increase  })uiilic  works  anti 
l»ay  f<»r  tluiu  hy  tax-exempt  bonds,  we  are 
adding  to  o])portunities  of  wealth  to  dodge 
taxation. 

HENUY  FORrrS  )>aper,  the  Dearborn  In- 
dej>endent — Why  should  any  class  of  ])rivat<' 
or  corporate  ])roperty  he  exempt  from  taxa- 
tion?   Stime  one  has  to  pay.    Jnst  as  the  gen- 


eral i>uhlic  had  tti  make  up  revenue  lost  in 
rebates  and  fr<^  passage,  so  the  rest  of  us 
are  forced  to  pay  a  douhle  share  to  make  up 
for  the  exempts  and  deliiujuent^. 

SI".  l*\t"I.  1M()\  i:Kli  IMil-.SS  In  the 
last  analysis  the  farmer  loses  iu<trc  than  he 
gains  l>ecanse  of  this  tax-free  covenant.  The 
securities  issurd  hy  the  land  banks  are  nearly 
all  ahsorhcd  hy  men  of  great  wealth  who 
thus  escape  a  large  part  of  the  iiuome  lax 
which  otherwise  they  would  have  to  ])ay. 

DK.  H.  PARKKR  WII-I-IS,  Columbia 
I'niversity,  long  associated  with  tlie  Federal 
Hesi-rve  I^oard  -irul  for  years  an  ceoiiomic 
ad\is<  r  of  tlu-  adiuiiustration  at  Washington 
says:  "The  tremendous  overload  of  tax- 
exempt  Federal  and  State  securities  which 
lia<l  resulted  from  the  war  made  it  hard  for 
Iciritimale  hnsiiu-ss  eiiterprists  to  get  proper 
access  to  credit  arul  threw  nearly  all  busi- 
ness into  confusion." 


Issued  b\  Farm  Mortgage  Bankers  Association  of  America 
E.  D.  Chassell,  Secretary,  112  W  est  Adams  St.,  Chicago,  111. 
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CONGRESSIONAL  COMMITTEE 

REASONS 

FOR  THE  AMENDMENT 

The  report  of  the  House  Committee  on  Ways  and 
Means,  which  recommended  the  amendmrat  for  pas- 
sage found  that  the  jj^resent  system  diould  be  con- 
demned for  the  following  reasons: 

1  A  large  portion  of  property  escapes  taxation, 
thereby  causing  great  loss  of  revenue; 

2  It  violates  the  ability  principle  of  taxation  and 
^  unfairly  discriminates  between  taxpayers; 

^  It  impedes  private  financing; 

^  It  discourages  investment  in  new  enterprises; 

C  It  encourages  extravagances  of  governmental 
^  agencies; 

^  It  grants  private  subsidy  to  certain  interests; 

y  By  withdrawing  money  from  private  enterprises, 
it  increases  the  rate  of  interest  required  for  all 
enterprises  not  carried  on  by  the  government  and 
thereby  adds  to  the  cost  of  Uving; 

O  It  creates  social  unrest;  and  that  the  only  practical 

^  remedy  was  by  constitutional  amendment  such  as 
is  now  proposed. 


67th  Congress,  \  HOUSE  OF  REPftESENTATIVES.  /  Report 
2dSettwn.      f  \      No.  969 


THE  AMENDMENT 

Joint  resolution  proposing  an  amendment  to  the 
constitution  of  the  United  States. 

Resolved  by  the  Senate  and  House  of  Repre- 
sentatives of  the  United  States  of  America  in 
Congress  assembled  (two-thirds  of  each  House 
concurring  therein).  That  the  following  article  U 
proposed  as  an  amendment  to  the  Constitolioil  of 
the  United  States,  which  will  be  valid  to  all  i^^^ 
and  purposes  as  part  of  the  CfflBStitatfam  irm 
ratified  by  the  legislatures  of  three-fourths  of  the 
several  States: 

ARTICLE  — 

QPrrTTON  1  The  Umted  States  shsU  have  power  to 
Ori^lAWi^  A.  i,y  ^  collect  taxes  on  income  derived 
from  securities  issued,  after  the  ratification  of  this  article,  by 
«r  imder  the  authority  of  any  State,  but  without  discnmmation 
axainst  income  derircd  from  such  securities  and  in  favor  of 
Ssome  derived  from  securities  issued,  after  the  ratification  of 
tids  article,  by  or  under  the  authority  of  the  Umted  States  or 
any  other  State. 

Cl?PTTni\f  9  Each  State  shall  have  the  power  to  lay 
^SIaKa  1  lyjiy  ^.  ^^Ylect  taxes  on  income  derived  by  rts 

«,idents  from  securities  issued,  after  the  /*tf  °*  ^ 

article,  by  or  under  the  authority  of  the  United  Sta^  .tart 

without  discrimination  against  income  derived 

rities  and  in  favor  of  income  derived  from 

after  the  ratification  of  this  article,  by  or  under  the  auHiari^ 

of  such  State. 


The  foregdM  was  reported  to  the  House  of  Represen- 
Siv^  ?o??88age  by  the  CommiUee  on  Ways  ^ 
Means  May  3, 1922,  It  is  now  on  the  House  Calendar 
Md  S^wt  be  taken  up  until  reached  in  the  regular 
SSe]r?£  U«  Co-iSttee  on  Rules  direct-  earher 
oonridefatiiKi. 


END  OF 
TITLE 


